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Field Coordination in Liberated Areas 


By LEONARD D. WHITE 


University of Chicago 





MONG the current administrative trials 
and tribulations are the organiza- 
tional problems that arise from the 

necessity of coordinating a number of sepa- 
rate activities and administrative units, each 
independent of the others and equally le- 
gitimate, in a single area of field operations. 
While this is a problem of peacetime as well 
as of war, it has been greatly aggravated so 
far as civil administration is concerned since 
1939, and it promptly appeared in North 
Africa when the United Nations occupied 
that area. 

The problem of coordination within an 
area is separable from the closely related 
problem of the kind of a field structure 
which any agency will have therein. Each, 
however, is related intimately to the other, 
and the decisions made in the first instance 
as to the kind of a field office, and its status, 
may facilitate or handicap the subsequent 
problem of field coordination. 

The North African problem was more 
complex than one of merely coordinating 
several departments in the field because the 
civilian departments operating there had to 
be subordinated to military considerations. 
More important still, they had to be ad- 
ministered cooperatively by two govern- 
ments, the British and American, under ar- 
rangements which would not handicap their 
transfer to a United Nations organization. 
Such a transfer now seems imminent, since 
the four major powers submitted a plan to 
the United Nations in June for a United 
Nations Relief and Rehabilitation Organi- 
zation. 

The President recently announced a plan 
for coordinating the operations of American 
civilian agencies in liberated territories, 


with the purpose of paving the way for fu 
ture United Nations operations. This plan 
was apparently based partly on earlier ex- 
perience in North Africa and partly on cer- 
tain civilian experiments in the United 
States. Let us review those precedents be- 
fore describing the President's plan and es- 
timating its significance. Even though mili- 
tary considerations have prevented the full 
story of the North African experience from 
being told, the main outlines of the inter- 
national administrative problem are clear 
enough and so are the main lines of the ad- 
ministrative program that is being de- 
veloped to deal with it. 


The North African Experience 


A THE American government began to ac- 
cept its responsibilities for civilian affairs 
in the territories that it helped to free from 
enemy control, it created in the Department 
of State the Office of Foreign Relief and Re- 
habilitation Operations under the direction 


of Herbert H. Lehman. Other federal 
agencies, moreover, had obvious interests. 
Lend-Lease, the Board of Economic War- 
fare, the Treasury Department, and the 
State Department were directly interested 
in the administration of occupied areas in 
view of their responsibilities for lend-lease 
operations, for financial and foreign trans- 
actions, for economic warfare, and for the 
various international political problems 
which arose. These agencies had men in 
North Africa with the armed forces well 
before OFRRO was established. 

On the invasion of North Africa full com- 
mand and responsibility for the entire area, 
for both British and American operations, 
were vested in General Eisenhower. Subject 
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to his responsibility, the State Department 
was charged by the President with the task 
of developing and executing a plan for the 
economic support of North Africa. Mr. 
Robert D. Murphy, of the Department of 
State, was made the chief civil administrator 
on the staff of General Eisenhower and joint 
chairman of the North African Economic 
Board. The Board, which had both British 
and American members, had two depart- 
ments—a military department, made up of 
active military units, and a civil department. 
The executive officer of the civil department 
was an official of the U. S. Department of 
State and its associate executive officer was 
a British official. In addition to these two 
men the executive committee of the civil 
department included officials of various 
British and American civilian departments. 
The civil department of the NAEB there- 
fore operated much like a municipal com- 
mission government with each member 
operating his own department but discuss- 
ing policy with the others. Unlike the com- 
mission government, however, the civil de- 
partment and the NAEB itself each had an 
impartial chairman who was in a position 
to report any disagreement to a higher 
authority for decision. 

All aspects of modern economic and social 
policy are interdependent and must be 
worked out in harmony. Administrative 
operations, however, can be handled effec- 
tively only by allocating responsibilities to 
particular operating agencies. To overcome 
this apparent contradiction is one of the 
thorniest problems of public administration. 
Military necessity required its solution in 
North Africa, and the consultation on policy 
in the North African Economic Board and 
its civil department did much to unify the 
program of the civilian agencies. 

The urgency of unifying policy was em- 
phasized by two primary considerations: 
transport and communication. Each section 
of the civil department had to depend to a 
great extent on the availability of shipping 
space, which was controlled by the army and 
allocated according to military necessity. 


Communication by cablegram had to go 
through a single channel of transmission 
and consequently the information cabled by 
one member of the NAEB civil department 
had to be available to its executive and asx 
sociate executive, who were free to inform 
other members of the executive committe: 
of any pertinent information if they did not 
know it already. Clearance of cablegrams 
from the reception point in the Department 
of State was an additional influence toward 
coordination. 


Domestic Precedents 


ee problems of coordinating depart 
mental activities in the field have 
abounded in recent administrative expe. 
rience in the United States, and the efforts 
made toward their solution were fresh in 
the minds of those charged with working 
out the scheme for liberated areas. 

After the first world war Gen. Charles G. 
Dawes tried to get some field coordination 
through a special coordinating service with 
headquarters in the army corps areas, re 
sponsible to a chief coordinator in the Bu 
reau of the Budget. 

In the first volume of Public Administra- 
tion Review Alvin Roseman described the 
effort to coordinate the health and welfare 
services in defense areas. The situation 
which Roseman described subsequently be- 
came the subject matter of Executive Orde 
No. 9327, April 7, 1943, establishing a Com- 
mittee for Congested Production Areas. 
Since this committee bears a generic rela- 
tionship to the solution recently worked out 
for area coordination in territory under 
military occupancy, it is worth while to in- 
dicate briefly its principal provisions. 

The Committee for Congested Produc- 
tion Areas consists of the director of the Bu- 
reau of the Budget as chairman and one 
member designated by the President from 
each of the following departments and agen- 
cies: Department of War, Department of 
the Navy, War Production Board, Federal 
Works Agency, National Housing Agency, 
and War Manpower Commission. The com- 
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mittee is authorized to designate con- 
gested production areas, to prescribe 
policies and action to effectuate the coordi- 
nation of all federal agencies in such areas, 
and to cooperate with state and local gov- 
ernments in dealing with area problems. 
Subject to the approval of the committee, 
the director designates an area director for 
each congested production area. He is re- 
sponsible to the Director of the Budget and 
is directed to secure coordination of all 
federal agencies within his area. The policies 
and decisions of the committee are control- 
ling on all federal agencies to which they 
apply; they are directed to issue appropriate 
orders and instructions to insure compli- 
ance. Any local problems which the area di- 
rector is unable to resolve are reported 
directly to the Director of the Budget, who 
is instructed to advise with the agencies con- 
cerned. In order to facilitate local govern- 
ment cooperation the area director desig- 
nates an area advisory council, which in- 
cludes representatives of state and local gov- 
ernments as well as any federal agencies deal- 
ing with the war program in the area. 

By July 1, 1943, Corrington Gill had been 
appointed director of the committee; two 
congested production areas had been desig- 
nated, the Hampton Roads Area and the 
San Francisco Bay Area; and area representa- 
tives were at work, Russell Hummell in the 
former, Randall M. Dorton in the latter. 
Other areas under consideration were Wil- 
low Run; Newport, Rhode Island; Portland, 
Maine; and San Diego. 

Under the terms of this executive order 
the single responsibility of the field repre- 
sentative of any department or agency re- 
mains unimpaired. His responsibility runs 
to his department in Washington. Each such 
department, however, is required to issue 
the necessary instructions to its own field 
officials to insure that their action shall be 
effectively coordinated with field officials of 
other agencies in the area. The area director 
does not become an official superior of the 
field representatives of these departments; 
he is to facilitate coordination by such in- 
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fluence as he can bring to bear and to report 
cases beyond his control to the Director of 
the Budget. This functionary has a type of 
sanction at his disposal which presumably 
will go far toward securing effective recog- 
nition of the need for field coordination in 
these congested production areas. 


The Future Plan 

—_— precedents were apparently in the 

minds of those who helped the President 
work out the plan of coordination in liber- 
ated areas. This plan, for which the Presi- 
dent gave credit to the Bureau of the Bud- 
get, was described in a letter of June g to the 
Secretary of State. The central features of 
the program rest on these premises: 

a. There must be one central point in 
Washington for the coordination of inter- 
related activities of the several United States 
agencies operating abroad. Leadership in 
providing this coordination rests with the 
Department of State. 

b. There must likewise be in each liber- 
ated area a central point of leadership and 
coordination similar to that in Washington. 

c. The attainment of unity in policy and 
operations requires the participation of all 
agencies concerned through interdepart- 
mental machinery which provides a setting 
for close and continuous working relation- 
ships. 

d. Such provision for coordination shall 
not remove the responsibility or authority of 
each agency for carrying out its own func- 
tions. 

The unification of the policy of a number 
of diverse governmental agencies, each in- 
dependent of the other in the consideration 
and formulation of its own policy lines, rests 
partly upon devices for the ready inter- 
change of views while programs are in a 
formative stage, partly upon a willingness to 
sacrifice some independence of action and 
perhaps some aspect of policy in favor of an 
agreed over-all policy. The latter essential 
of effective policy unification is dependent 
upon the attitudes of agencies which have 
not always been prepared to make conces- 
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sions except by presidential directive—a 


solution possible only in highly exceptional 
instances, since the President cannot be ex- 
pected to be concerned actively with this 
level of operations. Much, therefore, de- 
pends upon the leadership which may de- 
velop among the coordinated agencies and 
within the formal devices for the inter- 
change of views, and much upon the degree 
of flexibility of departmental programs 
which may remain or be rediscovered. 

The basic and primary form of adjust- 
ment must take place in Washington; the 
field representatives cannot be expected to 
coordinate their operations if headquarters 
ofhces are oblivious of or indifferent to each 
other. What are the departments and agen- 
cies whose policies need coordination and 
unification? 

The State Department has obvious re- 
sponsibilities of first magnitude in every 
liberated region. It has the historic duty of 
advising the President on all matters of 
foreign policy and maintains a worldwide 
network of foreign representatives for this 
purpose. Despite competition from other 
federal agencies it is still easily the principal 
actor in the play. Within its organization is 
the Office of Foreign Relief and Rehabili- 
tation Operations. Outside the department 
are other agencies also deeply involved in 
the scene of operations. 

The Treasury Department is responsible 
for fixing exchange rates and is interested in 
monetary, currency control, and general fis- 
cal matters. The Board of Economic War- 
fare is responsible for foreign procurement, 
the development of strategic and critical 
materials, the accumulation of economic in- 
telligence, and other economic warfare 
measures. The Office of Lend-Lease Ad- 
ministration supplies the funds to finance 
the programs of the Office of Foreign Relief 
and Rehabilitation Operations. The War 
and Navy departments are immediately con- 
cerned. Perhaps less directly the War Ship- 
ping Administration, the Department of 
Agriculture, the Office of War Information, 
the Frozen Funds Section of the Treasury, 
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the various commodity reserve corporations 
and other agencies can rightly claim an ip 
terest in any liberated region. 

In order to develop a unified central 
policy to facilitate coordinated field activi 
ties, interagency committees are to be estab. 
lished both in Washington and in the field, 
Of these the parent is the Interdepartmental] 
Committee for Economic Policy in Liber. 
ated Areas, of which the members are the 
heads (or their deputies) of the following 
units: State Department, Treasury Depart 
ment; War Department, Navy Department; 
Board of Economic Warfare, Office of Lend 
Lease Administration, and Office of Foreign 
Relief and Rehabilitation Operations. The 
Committee gives final resolution (subject to 
the decision of the President) to all policies 
and programs of interagency concern which 
have not been worked out in the Coordi- 
nating Committee. 

This latter committee comprises repre- 
sentatives of the same agencies noted above. 
Its task is to review and coordinate area 
plans and adjust policy and area operations 
to changing military needs. 

In addition, area subcommittees may be 
appointed to work in Washington with pros- 
pective area directors and subsequently to 
facilitate their work in the field. An already 
existing committee on the recruitment and 
training of personnel (with representatives 
also from the Civil Service Commission and 
the Office of War Information) has been re- 
constituted under the Coordinating Com- 
mittee. 

To insure the central leadership of the 
State Department and to establish a re- 
sponsible center both for policy coordina- 
tion and for field coordination, an assistant 
secretary of state, Dean Acheson, has been 
appointed chairman of both the Interde- 
partmental Committee (the policy commit- 
tee) and the Coordinating Committee. In 
his letter of transmittal the President 
pointed out that the job in Washington will 
demand a large part of the time and energy 
of this chairman. The President also invited 
the State Department to reexamine its in- 
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ternal organization and procedure iri order 
to be prepared to assume the positive leader- 
ship required for success. 

The Secretary of State then issued a de- 
partmental order on June 24 creating an 
Office of Foreign Economic Coordination, 
under the direction of Mr. Acheson. The 
OFEC was not given a function of coordi- 
nation alone, as the order put it in charge 
of the planning of economic activities and 
the recruitment of personnel for liberated 
areas, and the operation of the divisions of 
the State Department dealing with defense 
materials, exports and requirements, for- 
eign funds control, and world trade intelli- 
gence. 

In each liberated area provision is made 
for the appointment of an area director by 
the Secretary of State with the approval of 
the policy committee. Each area director is 
expected to provide over-all direction and 
coordination in his area. He is subject to the 
orders of the military commander of the area 
and of the assistant secretary of state, in ac- 
cordance with policies established by the 
policy or coordinating committees. He keeps 
the political representative of the State De- 
partment in the freld advised of his activities, 
but the State Department man is directed to 
intervene only “when definite political 
policies are involved.” 

Within these limits the area director is 
vested “with all the powers necessary to co- 
ordinate the field activities of the various 
United States civilian agencies” concerned 
with the economic affairs of the area. What 
are these powers? The plan is silent on this 
central point—whether from lack of agree- 
ment among the agencies to be coordinated 
or from a proper desire not to write details 
into the plan is not known. The various 
directors, it is stated, “will provide over-all 
direction and coordination to the economic 
activities of U. S. civilian agencies in their 
respective areas.” In addition, it is recog- 
nized that the delay involved in Washington 
clearances makes it necessary to give area 
directors wide latitude in operations and 
ample authority to act on the spot. 


Is the area director the central field of- 
ficial for each civilian agency operating in 
North Africa, with authority to issue orders 
to every representative of every civilian 
agency of the United States stationed there- 
in? Is he, in short, an official analogous to 
the French prefect, who in French Algeria 
has been the central coordinating and direct- 
ing field official for most of the headquar- 
ters offices in Paris? Apparently he is much 
less than this, although the term “direction” 
noted above leaves the point in some doubt. 

The plan does state quite specifically that 
in case of emergency, threatened breakdown 
of activities, or serious difficulties, the 
powers of an area director shall extend to 
directing specific operations and shifting 
functions and personnel. By implication the 
area director would not normally possess 
such authority. Field operations, personnel, 
and functions are controlled by the line 
agencies acting under orders from their re- 
spective Washington offices. 

The area director acts as “the major chan- 
nel” (not the exclusive channel) of contact 
for the civilian agencies with the military 
and with American allies in the field. “He 
will likewise channel all communications of 
these agencies” from the field to the assistant 
secretary of state in Washington for proper 
handling. 

Now direct communication between field 
and headquarters is an important aspect of 
responsibility and control, and it is clear 
enough that the Washington offices with 
field men in North Africa were not too 
happy about these lines of dispatch. The 
plan requires that if a delay of communica- 
tion or clearance is deemed desirable by the 
State Department, the agency is to be 
promptly notified; if the agency or field rep- 
resentative insists on the delivery of the mes- 
sage under dispute, “it will be delivered 
along with any companion message” from 
the State Department. 

In the letter of transmittal President 
Roosevelt emphasized the importance of 
selecting as area directors men of adminis- 
trative competence and vision, adjustable to 
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the complex conditions with which they 
must deal. Each area director must be ac- 
ceptable to the Policy Committee, although 
he is appointed by and responsible to the 
Secretary of State. 

Through the medium of the area director 
it is proposed to maintain a “single civilian 
supply line” to each liberated region, with 
consequent consistency in policy and ad- 
ministration. Along this single supply line, 
however, must flow a wide variety of in- 
structions and commands, emanating from 
several major administrative agencies. The 
directions to be given the Treasury agent in 
North Africa are given by the Treasury De- 
partment, to the agent of the Board of Eco- 
nomic Warfare by the Board. It reflects in 
no way on the integrity and loyalty of these 
and other agencies to suggest that if serious 
contradictions should arise between depart- 
mental policy and Committee policy, the 
full resources of the chairman (who repre- 
sents a party in the premises) may be called 
into play. The effectiveness of the “single 
supply line” of policy is crucial, and from its 
validation in practice we shall learn much 
about administration in the higher levels. 

These comments are not designed to sug- 
gest disapproval of the plan. Its essential ele- 
ments are simple, direct, and admirably de- 
signed to the end in view. This end is a 
single responsibility for field coordination, 
in accordance with an over-all policy de- 
termined in consultation with the agencies 
whose activities are to be interrelated in 
distant fields of operation. The major prob- 
lem may turn out to be whether the end in 
view was adequately conceived—that is, 
whether the necessity is not a single responsi- 
bility for action in the field rather than for 
coordination. 


United Nations Administration 


~~ relief and rehabilitation of occupied 
territory may soon become the responsi- 
bility of the United Nations instead of that 
of any one or two of them alone. A draft 
memorandum providing for a United Na- 
tions Relief and Rehabilitation Administra- 
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tion has already been circulated between the 
United States, Great Britain, Russia, and 
China and has been laid before each of thy 
forty-three governments of the United Na 
tions. Each nation pledges aid to war victims 
within the limits of its available resources 
and its constitutional procedures. Appai 
ently the memorandum contemplates sub 
committees for Europe and for Asia, wit! 
functional committees for such subjects as 
nutrition, health, agriculture, transport, re 
patriation, and finance. The recent food con 
ference of the United Nations is doubtless 
related to this evolving administrative stru 
ture. 

In an editorial of June 13, 1943, the Lo» 
don Observer hailed this proposal by calling 
it “as bold, big, and exciting a venture as 
any in the history of social organization, 
foreseeing that it might become the fulfil! 
ment of the promise of the Atlantic Charte: 
of freedom from want for all people. The 
Observer forecast the evolution of some 
thing like world ministries for the functions 
to be set in motion—large and powerful ad 
ministrative organizations which might at 
tract “the noblest spirits and the keenest 
brains.” 

Of these forecasts it is doubtless too early 
to express opinions or to foresee the full 
nature of the administrative problems which 
are inherent in them. The vista is challeng 
ing, both to world statesmanship and to 
global administrators. 


Administrative Indiscipline 


—_ organization is an asset of great 
value. Formal patterns of coordination, 
however, are not enough. The values of an 
intrinsically good organization can be de- 
stroyed by lack of teamwork within it. A 
sense of discipline and of obligation to the 
whole rather than to any fragmentary part 
is more important even than a good organi- 
zation and correct formal relationships. 

A sense of administrative discipline is not 
a firm part of the American heritage of pub- 
lic administration. Many reasons, reflecting 
partly an underlying element of American 
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character and partly various special condi- 
tions which have formed our public service, 
have contributed to this situation. Not even 
the literature of public administration has 
yet described what are respectable standards 
of administrative discipline, although in 
contemporary administration there are too 
many instances of a lack of discipline which 
border on the intolerable. In old and well- 
established agencies a sense of administra- 
tive discipline has time to grow and to be- 
come relatively strong. Acquaintance with 
many such agencies in Washington and else- 
where teaches us how greatly a sense of 
group discipline facilitates effective ad- 
ministration and overrides the handicaps of 
awkward patterns of relationship. 

In any new organization there are in- 
herent conditions which tend to lower the 
level of administrative discipline. In new 
agencies operating under emergency condi- 
tions the probability is even greater that the 
level of organization discipline will be low. 
Officials hastily summoned from various 
parts of the country and with different ex- 
perience backgrounds are thrown together 
en masse, without the possibility of ripening 
the personal acquaintanceship on which co- 
operation normally rests. The pressure of 
deadlines inevitably forces a minimum of 
consultation, and this, in turn, results in a 
lack of mutual understanding. Aggressive 
types of private business or professional ex- 
ecutives, accustomed to making individual 
and personal decisions without much consul- 
tation, often fail to understand the different 
framework of operations which prevails in 
public offices. They become impatient of 
methods of transacting public business and 
often unduly add to the lack of discipline 
which emergency conditions in themselves 
foster. 

Conflicts as to emerging administrative 
policy in new organizations and as to their 
relations to others are too often left unre- 
solved by the chief executive until feuds sud- 
denly and violently explode in public. Per- 
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sonal ambitions also sometimes get in the 
way of proper subordination in effective 
teamwork. Established loyalties to othe 
agencies, to which an official on loan or leave 
expects to return, handicap new loyalties to 
temporary assignments. 

The lack of administrative discipline dur- 
ing the tense years of defense and war has 
rightly caused concern among friends of an 
orderly, strong, and competent public serv- 
ice. Too often the performance has not been 
that of a disciplined team but rather that of 
an administrative rabble. Genuine dis 
cipline does not need to be imposed; indeed, 
cannot be imposed. It must grow from the 
sense of obligation of the individual official 
to the objective toward which he and his 
organization are moving and from an ap- 
preciation of the relative importance of the 
whole as compared with its respective parts. 

Where, however, the level of administra- 
tive discipline has fallen to a low point, it 
may be necessary to fall back upon outside 
intervention to start in motion the neces- 
sary steps leading to a cure. This is one of the 
inescapable tasks of administrative leader- 
ship. In the framework of an overseas ad- 
ministrative enterprise the necessity for and 
the difficulty of such overhead direction are 
certainly not less than on the home front. 

The patterns of organization which have 
been worked out for overseas administra- 
tion seem to set the stage for sound team- 
work among a number of agencies, each of 
which has a stake, not to say a vested interest, 
in this unknown area of administration. No 
form of organization, however, can guaran- 
tee teamwork without administrative dis- 
cipline. While, therefore, the pattern of or- 
ganization which is proposed with the In- 
terdepartmental Committee for Economic 
Policy in Liberated Areas seems admirably 
adapted to its purpose, we may venture the 
opinion that ultimate success will depend 
even more upon the vigor and intelligence 
of the administrative leadership which must 
come from high places in Washington. 
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N A capitalistic country government con- 
trol of economic life is mainly exercised 
in two ways: by regulation and by op- 

erating government corporations. Although 
often the public is less aware of the activities 
of a government corporation, the signifi- 
cance of this device should not be under- 
rated. Occasionally, it is more effective than 
regulation. To a certain extent, the two 
methods are interchangeable. In some coun- 
tries they have been applied alternatively or 
cumulatively to the same fields. In the 
United States during recent years the es- 
tablishment of government corporations has 
met with relatively little resistance from 
public opinion, particularly since many gov- 
ernment corporations were created for 
emergency purposes and therefore set up 
on a temporary basis. In regard to their dura- 
tion, at least, optimistic expectations have 
been disappointed. Apparently, the history 
of government corporations could be cited 
in support of the old French adage: “Ce 
n'est que le provisoire qui dure.”” Almost all 
American government corporations have 
displayed a propensity for permanence— 
even before the war economy gave a new 
impetus to their continuation. Whether 
under postwar conditions many of these 
agencies will be dissolved or their most im- 
portant functions reabsorbed by regular 
units of the government is a question for 
academic speculation. 

Any appraisal of the administrative, so- 
cial, and economic role of government cor- 
porations would be incomplete if it looked 
at them from the angle of the domestic 
economy alone. These organizations were 
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given international responsibilities, even be 
fore the war. Many of their transactions have 
more than economic significance. As quasi 
public institutions, operated in the twilight 
zone between government and business, the, 
can be particularly helpful in attaining those 
ends of foreign policy which, for diplomati 
reasons, should not, temporarily at least, be 
made known to the public and to this ex 
tent resemble certain actions taken by the 
State Department. Foreign policy, of course, 
is here understood in a broad sense, as deal- 
ing not only with cooperation and conflict 
in international administration but also 
with those economic and financial means 
which indirectly serve a program of political 
predominance. During the last century, at 
least, it has become less realistic to draw a 
sharp line “between foreign policies which 
do and foreign policies which do not in 
volve to a significant degree economic objec 
tives,” ? 

It may, therefore, be timely to examine 
critically some functions of foreign policy 
performed by American government cor- 
porations and to try to derive some general 
conclusions regarding their usefulness in 
this field. The practical bearing of this sub- 
ject hardly needs emphasis in view of the 
recent quarrel between the Vice-President 
and the Secretary of Commerce concerning 
the use of corporate agencies in foreign 
policy, and the inability of the general pub- 
lic to decide which party to the quarrel had 
the right conception of the functions of such 
agencies. 


1 Jacob Viner, “Political Aspects of International Fi- 
nance,” 1 Journal of Business 349 (1928). 
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The bulk of the international activities of 
\merican government corporations can be 
grouped under three headings: (1) inter- 
national finance, (2) international trade, 
and (g) international transportation and 
communication. 


International Finance 


© UNDERWRITE the profits and fat commis- 
T sions of bankers is not the only purpose of 
the flotation of loans to foreign corporations 
and foreign governments. The need of an- 
other nation for financial assistance has often 
been exploited by the lending country in 
order to secure substantial advantages to its 
domestic economy. The loan may be granted 
on conditions such as the reduction of pro- 
tective tariffs, the cancellation of plans to 
construct a competing railroad line, the 
funding of an outstanding debt, or the plac- 
ing of lucrative armament contracts. We 
label such credit transactions “tied loans,” 
to emphasize their subservience to a broader 
economic and political scheme. Most tied 
loans in the past have resulted from inter- 
vention by the government of the lending 
bankers. They belong by their very essence 
to the sphere of government. 

Government corporations may claim to be 
especially fitted for international transac- 
tions of this type. As public instrumentali- 
ties, they feel more prepared than private 
institutions to coordinate their activities 
with a general governmental program. Since 
their credit is backed by the credit of the 
state, they are less reluctant to grant a loan 
on generous terms and to incur an unusual 
risk. If their own funds should be deficient, 
they can be supplemented by budgetary ap- 
propriations. Deviations from “‘sound”’ busi- 
ness standards may be easily justified on the 
ground that financial sacrifices are more 
than repaid by economic and political con- 
cessions or windfalls. 

The government corporation, if it is au- 
thorized by its charter or by statutory pro- 
visions to lend to foreign governments, may 
do so without specific prior action by Con- 
gress. Occasionally statutes have given gov- 


ernment corporations a preferential status 
in the field of international transactions. 
The Johnson Act, approved April 13, 1934, 
prohibiting certain loans to debt-defaulting 
nations, explicitly permitted government 
corporations to make loans to such coun- 
tries: it exempted ‘a public corporation 
created by or pursuant to special authoriza- 
tion of Congress, or a corporation in which 
the Government of the United States has or 
exercises a controlling interest through stock 
ownership or otherwise.” If, on the other 
hand, statutory power should be lacking, it 
may be easily furnished by Congress in ordet 
to attain politically desirable ends. 

In the spring of 1941 liquid assets of the 
British government in the United States had 
sunk to an unprecedented minimum. They 
were insufficient to meet the contracts signed 
for American war supplies prior to the en- 
actment of the Lend-Lease bill. Nor could 
the British rely on the liquidation of their 
investments in the United States since, at 
the time, no fair price was to be obtained. 
In order to provide the British with addi- 
tional dollar exchange without the forced 
sale of their American securities, Congress 
authorized the Reconstruction Finance Cor- 
poration, on the request of the Federal Loan 
Administrator and with the approval of the 
President, to make loans to any foreign gov- 
ernment on the security of American obli- 
gations for the purpose of liquidating those 
assets under favorable conditions. Proceed- 
ing on its new authority, the Reconstruction 
Finance Corporation lent $425,000,000 at 3 
per cent interest to the United Kingdom of 
Great Britain and Northern Ireland, on the 
security of listed and unlisted obligations of 
United States corporations (including forty- 
one United States insurance companies) and 
by the assignment of earnings of the United 
States branches of forty-one British insur- 
ance companies. Up to March 21, 1942, the 
Secretary of Commerce reported on that 
date, $390,000,000 of this loan was dis- 
bursed. 

Yet it would be unrealistic to assume that 
any government corporation will feel pre- 
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pared to embark on a purely political pro- 
gram as soon as an opportunity arises. In 
spite of many striking similarities, govern- 
ment corporations may behave differently 
from regular governmental agencies. Some 
of them are more like a business corporation 
than an ordinary agency of the government. 
Actuated by the “spirit of enterprise,”’ they 
hesitate to forego profit-seeking in order to 
support more efficiently some remote eco- 
nomic or political goal of their government. 
They resist the pressure for outright politi- 
cal loans. They prefer to continue operat- 
ing on a sound business basis. 

Such an orthodox attitude may be illus- 
trated by referring to the financing activities 
of one of the earliest creatures of the New 
Deal, the Export-Import Bank of Washing- 
ton. 

From their very beginning operations of 
the Bank were intended to serve a broad eco- 
nomic objective: the general recovery pro- 
gram of the first Roosevelt administration. 
Within this framework they centered 
around two fields—the financing of Ameri- 
can agricultural exports through short-term 
accommodations and the granting of 
medium and long-term credits to exporters 
of American industrial products. In both re- 
gards the management of the Bank in its 
annual report for 1936 recognized a legiti- 
mate need for government cooperation “if 
valuable markets abroad are to be main- 
tained and developed.” Since, however, its 
loans were in principle of a non-competitive 
type—that is, were made only in cases in 
which private institutions failed to grant a 
loan on reasonable terms—financing activi- 
ties of the Bank until World War II were of 
a relatively modest size. From its creation 
through December 31, 1939, actual disburse- 
ments amounted to 115 million dollars of 
which, at the end of the period, 49 million 
had been repaid. 

By the middle of 1940 a general turn in 
the attitude of the Bank seemed to be immi- 
nent. In his message of July 22, 1940, Presi- 
dent Roosevelt recommended that Congress 
confer additional financial powers to the 
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Bank on the ground “that the Bank may ty 
of greater assistance to our neighbors south 
of the Rio Grande, including financing ¢}, 
handling and orderly marketing of their su 
pluses."” Under the impact of the war jit 
seemed imperative, in the words of the Act 
of September 26, 1940, to convert the Bank 
into a genuine tool of good neighbor poli. 
cies, for “the development of the resources, 
the stabilization of the economics, and the 
orderly marketing of the products of the 
countries of the Western Hemisphere. 
Therefore Congress raised the lending au 
thority of the Bank from 200 to 700 million 
dollars and provided for a large revolving 
fund of 500 million dollars. 

Still it was easier to broaden the legal re 
sponsibilities and the financial resources of 
the Bank than to change its prevailing con 
servative ideology. The management of the 
Bank was not prepared to slip, at once, into 
a new skin. Outright political loans were 
considered as unsound and therefore incom- 
patible with its traditional pattern of busi- 
ness. As late as August 30, 1941, two years 
after the outbreak of the war, Warren Lee 
Pierson, President of the Bank, reported to 
the American people in the Foreign Com- 
merce Weekly that the lending activities of 
the Bank had been kept free from purely 
sentimental, charitable, political, or diplo 
matic considerations. In the Bank’s state- 
ment of loans, he said, “‘you will not find any 
accounts, loans, enterprises, or activities of a 
purely sentimental value. It has been our in- 
tent to leave sentiment, philosophy, diplo- 
macy, charity, and wishful thinking to other 
institutions and individuals of a philosophi- 
cal or philanthropical turn.” Apparently the 
reluctance of the Bank to forego at once its 
“realistic” attitude partly explains the fast 
intrusion of the Reconstruction Finance 
Corporation subsidiaries into the promising 
field of political loans. 

Some activities of the RFC family, in turn, 
have been severely criticized because of their 
failure to stretch their commercial criteria 
in favor of considerations of policy. In his 
statement of June 29, 1943, Vice President 
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Wallace, the head of the Board of Economic 
Warfare, publicly accused Secretary of Com- 
merce Jones, the head of the Reconstruction 
Finance Corporation, of “‘obstructional tac- 
tics” against the effort of the BEW to build 
up stock piles of critical and strategic war 
materials and drugs and of inexcusable de- 
lays in complying with directives and con- 
eressional authorizations. (The RFC had 
been charged by the President with responsi- 
bility for buying strategic materials as di- 
rected by the BEW.) Secretary Jones, on the 
other hand, in his answer of July 5, 1943, de- 
nied or belittled those charges and stressed 
the need for a cautious and businesslike 
handling of governmental transactions: 


\s for the charge which Mr. Wallace appears to re- 
gard as a major crime, that I have attempted to safe- 
guard the taxpayers’ money, I must plead guilty. 
Squandering the people’s money even in wartime is 
no proof of patriotism. The RFC does not pay $2.00 
for something it can buy for $1.00. 


Apparently, this feud grows out of more 
than controversial procedures, jurisdictional 
disputes, and personal rivalries. The dis- 


agreement illustrates in a striking way a cur. 
rent conflict of political conceptions: 
whether an independent government cor- 
poration should act primarily like a busi- 
ness enterprise or unreservedly support the 
governmental program. 

This conflict was apparently in the mind 
of Leo T. Crowley when the President made 
him Director of the Office of Economic War- 
fare and put him in charge of some of the 
functions that had formerly been shared by 
the Board of Economic Warfare and RFC 
subsidiaries, for Mr. Crowley was quoted 
by the New York Times of July 18 as fol- 
lows: 

The big thing, it seems to me, is to follow the 


foreign policy of the President and Secretary Hull, 
and that is what I am going to do. 


International Trade 


LTHOUGH government corporations may 
be useful tools for international political 
loans, it is not necessary to rely on them 
alone. As we learn from numerous expe- 


riences in financial history, political loans 
have also been made through the traditional 
channels of private institutions. In these bi- 
lateral transactions a government may bor- 
row from either a foreign private bank or 
a group of foreign capitalists. There is even 
a third possibility. By avoiding any detour 
by way of public, quasi-public, or private 
agencies, the treasury of one country may 
lend directly to the treasury of anothet 
country. In this case both creditor and 
debtor are governments. Direct intergovern- 
mental debts of this type, exceptional in for- 
mer centuries, have considerably increased 
in number since the first World War. 
Nevertheless, under particular conditions, 
reliance on the government corporation may 
be more than a convenient alternative to 
other devices. During the present age of in- 
ternational bartering and clearing agree- 
ments intergovernmental loans are some- 
times made with the proviso that repayment 
should be made in commodities instead of 
in cash. Since, at least outside of totalitarian 
states, governmental departments generally 
do not feel prepared to deal with the pur- 
chase, storage, and sale of commodities, the 
lending country may wish to rely on the serv- 
ices of a government corporation. By the 
same token, the borrowing country may pre- 
fer to make its deliveries through an inde- 
pendent agency. The administrative, legal, 
and economic problems arising out of such 
roundabout procedure may be best under- 
stood by examining recent transactions such 
as the financial aid given by the United 
States to Soviet Russia in the fall of 1941. 
Although at that time help to Russia was 
an unequivocal purpose of the United States 
government, its realization was hampered 
by various domestic and foreign considera- 
tions. In Congress anticommunist feeling 
was so strong that a direct governmental loan 
to the Bolshevist state was out of the ques- 
tion. Another possibility—to incorporate aid 
to Russia into the second Lend-Lease bill 
($5,985,000,000) pending before Congress 
—was considered with reluctance, as many 
people believed that it would have jeopard- 
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ized the passage of the other and more im- 
portant provisions of the bill. Therefore, it 
seemed sensible to the federal government 
to follow the old Christian advice, “Let not 
thy left hand know what thy right hand 
doeth.”’ 

The main provisions of the scheme can be 
summarized as follows. At the request of the 
President, the Defense Supplies Corporation 
purchased strategic and critical materials 
such as manganese, chromium, asbestos, 
platinum, and santonin from the Amtorg 
Trading Corporation, a Russian corpora- 
tion, or more precisely a United States cor- 
poration owned by Russia, to be delivered 
during the next few years. While these pur- 
chases were supposed to amount to approxi- 
mately $100,000,000, the Defense Supplies 
Corporation had to provide for advance pay- 
ments, not to exceed $50,000,000, to Amtorg 
Trading Corporation against the purchase 
price of those materials. These advances, 
again, assumed the character of a “tied 
loan’: their proceeds were to be used in 
paying for supplies purchased by the Rus- 
sian government in the United States. On 
September 17, 1941, the first installment of 
$10,000,000 was turned over to the Russian 
corporation. Up to March 21, 1942, 
$48,665,916 was advanced under the con- 
tract, according to the report of the Secre- 
tary of Commerce. 

As the American-Russian deal suggests, it 
is now often very difficult to make the ele- 
mentary differentiation between __ inter- 
national trade and international finance. If 
we assume that in September, 1941, the ur- 
gent needs of national defense justified an 
attempt to secure, far in advance, strategic 
and critical materials from abroad, the con- 
tract would be characterized as an American 
purchase of Russian “futures.” If, on the 
contrary, we assume that Russia urgently 
needed to import American war supplies, 
but lacked the necessary financial resources, 
the credit to Soviet Russia would be con- 
sidered the core of the multifold transaction. 
Under the political conditions prevailing in 
the fall of 1941 the first interpretation 
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seemed more appropriate. To avoid offend. 
ing public opinion, the administration was 
eager to deny that the transaction was in the 
nature of a loan. Said Mr. Jesse Jones in the 
hearings on October 9, 1941: 

We have made no loan to Russia and do not con. 
template any. We have not been asked to make any 
loan. We did contract to buy strategic materials to 
the value of $100,000,000, and we agreed to make an 
advance of $50,000,000 to Russia against that pur 
chase, the advance to be used for the purchase of 
planes, tanks, and other war materials in this 
country.! 

Still, in the short run, the contract worked 
like a “tied loan” to a foreign government. 

Similar observations are to be made if we 
turn to some recent instances of good neigh- 
bor policies. To draw a sharp line between 
international trade and _ international 
finance in these cases would appear to be 
only an academic exercise. Both types of ac- 
tivities aim at supplying the Latin American 
republics with dollar exchange to enable 
them to carry surplus products, to buy 
American export goods, or to stabilize their 
exchange rates with the United States. This 
goal may be attained in either of two ways, 
(1) by lending to foreign exporters, manu- 
facturers, or central banks, and (2) by out- 
right purchasing and storing of Latin 
American products. Although the second 
method forces the federal government 
through its instrumentality to assume the 
risk of a fall in prices, it may still be pre- 
ferred if, for reasons of emergency or war, 
the acquisition of scarce and critical ma- 
terials from abroad is a paramount consid- 
eration. The interrelation between these 
mixed transactions and foreign policy needs 
no further emphasis, particularly during a 
global war. 

The same holds true with regard to less 
complicated contracts designed to suppy our 
economy with scarce and strategic materials. 
In principle, purchases of those commodities 
have been made through government cor- 
porations. The scope and variety of these 

177 Cong. I Sess., Hearings before the Senate Com- 


mittee on Banking and Currency on H. R. 5667, Increas- 
ing the Borrowing Authority of the RFC, p. 17. 
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operations have been a surprise to many 
rugged individualists. Instead of making a 
futile attempt to analyze these varied ac- 
tivities in the framework of a brief article, 
let us mention only some characteristic 
transactions. 

Large amounts of rubber have been pur- 
chased by the Rubber Reserve Company 
from various sources: from the Interna- 
tional Rubber Regulation Committee, 
which controlled 97 per cent of the world 
production of rubber, from Brazil and six- 
teen other Latin American governments, 
and from the Firestone Plantation Company 
of Liberia. The Metals Reserve Company 
agreed with the International Tin Com- 
mittee on the purchase of 112,500 tons of re- 
fined tin produced in the Far East prior to 
December 31, 1941, and with foreign gov- 
ernments, mainly in South America, on the 
purchase of all their exportable metal 
surplus. A similar agreement was made 
with the Canadian War Supplies, Ltd. The 
operations of the Company have been 
further supplemented by the Defense 
Plant Corporation, which finances facili- 
ties for the production of copper in Chile, 
nickle in Cuba, and vanadium in Peru. 
The Defense Supplies Corporation 
financed the planting and decortication of 
abaca in Central America and purchased 
large amounts of commodities—the entire 
Cuban sugar crop of 1942, for example, and 
wool from Great Britain, South Africa, 
South America, and Australia. The DSC is 
the exclusive United States importer of 
numerous other articles. 

Finally, government corporations made 
purchases which are primarily designed to 
cut off supplies of strategic material to the 
enemy and to block present and future out- 
lets of the Axis powers. Although, in prin- 
ciple, such transactions can be made as well 
through regular commercial channels, re- 
liance on government corporations often 
seems more appropriate, particularly in 
those cases where, because of keen competi- 
tion with the enemy, the buyer cannot avoid 
assuming an unusual risk. 


Transportation and Communication 


= independent government corporation 
is a well-known feature in modern trans- 
portation and communication systems. 
Many believe that the nationalization of rail- 
roads and airlines by European nations 
would have been less successful if govern- 
ment departments had undertaken to run 
those services directly. The corporate device, 
of course, may be used not only to operate 
domestic transportation, but to control those 
sinews of economic life in foreign countries. 

In recent years, according to reports of 
the Secretary of Commerce, some subsidi- 
aries of the Reconstruction Finance Corpo- 
ration have been instrumental in combat- 
ting the predominance of Axis powers in 
transportation and communication com- 
panies of the Western Hemisphere. The De- 
fense Supplies Corporation eliminated the 
Axis-controlled airlines in Bolivia, Ecuador, 
Peru, and Brazil. It put an American com- 
pany using American planes and American 
personnel in place of the Italian airline 
LATI flying between Brazil and Europe. 
The Italian airplanes of LATI were first ac- 
quired by the Brazilian government and 
then sold to the Defense Supplies Corpora- 
tion. 

A similar program has been carried on by 
the U. S. Commercial Company. This or- 
ganization, a counterpart of its British name- 
sake, was more recently created as a sub- 
sidiary of the Reconstruction Finance Cor- 
poration. Its capital stock of $5,000,000 was 
subscribed in full by its parent corporation 
and is not transferable. Although its main 
responsibilities lie in the field of inter- 
national trade or, more specifically, in pre- 
clusive buying of strategic and critical ma- 
terials as defined by the President’, it also 
serves a political program in the field of com- 
munication. It is moving to free the Western 
Hemisphere of the Axis and Axis-influenced 
interests in communication companies. 

As far as ocean shipping is concerned, the 

1See the charter of U. S$. Commercial Company of 


March 26, 1942, Federal Register March g1, 1942, p. 
2426. 





200 PUBLIC 


setting up of a government corporation has 
been customarily advocated on grounds of 
economy and flexibility. Moreover, the 
problems of capitalization and financing 
may be solved more easily by relying on the 
individual credit of an independent agency. 
We may doubt that such economic reasons 
were as important as considerations of a 
political character when the federal govern- 
ment recently created a small organization 
to facilitate the delivery of foodstuffs and 
replacement parts needed for the mainte- 
nance of the Latin American republics and 
the bringing back of raw materials required 
for our war effort. Under this program the 
Inter-American Navigation Corporation, 
chartered in the State of Delaware, builds an 
emergency fleet of sailing vessels. Working 
capital is again being furnished by the Re- 
construction Finance Corporation, which 
at the very beginning of the enterprise 
agreed to make loans up to a total of $10,- 
000,000.! 


Postwar Potentialities 


OLLOWING the general trend, the responsi- 


bilities of government corporations may 
be still increased in the postwar period. We 
may disregard potentialities of domestic 
policy and merely mention that, in spite of 


extraordinary divergencies of opinion, 
many plans suggest that the government 
corporation will become a favorite tool for 
handling international problems. 

There seems to be an almost general con- 
viction that any scheme of world organiza- 
tion relying exclusively on the slow and risky 
process of direct cooperation among indi- 
vidual governments may be doomed from its 
very beginning. We remember the inefh- 
ciency of the League of Nations, but, on the 
other hand, we recall that a more business- 
like institution such as the Bank for Inter- 
national Settlements lived up to optimistic 
expectations. Plans of this sort presuppose, 
of course, some deviation from the usual pat- 
tern of the government corporation: instead 
of being a national agency, it should repre- 


1 New York Times, July 15, 1942, p. 11. 
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sent a common undertaking of the Allied 
and, perhaps, also of other nations—an i) 
tergovernmental corporation. 

If in the postwar period we should ¢s 
tablish the proposed International Com 
modity Credit Corporation, it might sery¢ 
the double purpose of disposing of surplus 
commodities in various areas and of satis 
fying the urgent import needs of the de 
feated countries. It has been argued that in 
tergovernmental corporations of this typ 
are superior both to international cartels 
and to the direct international cooperation 
of governments. As we learn from modern 
experiences, international cartels have often 
been dominated and abused by monopolis 
tic interests or by national groups, while th: 
international cooperation of governments 
may be hampered by bureaucratic considera 
tions as well as by domestic political pres 
sure. 

There is also an increasing belief that the 
problems of postwar international security 
cannot be solved without the creation of 
some new intergovernmental organizations 
In recent discussions of this subject the need 
for an International Reconstruction Fi 
nance Corporation has been stressed by 
various writers. 

The leadership of this group belongs to 
those politicians and economists who claim 
with Alvin H. Hansen and C. P. Kindlebe: 
ger that (in the words of their article in the 
April, 1942, Foreign Affairs) ‘‘a bolder atti 
tude toward public development projects in 
terms both of human and physical resources, 
and both in our own country and through 
out the world” must be taken. The task of 
increasing world productivity should be un 
dertaken by ‘“‘a dozen great development 
projects.” Foreign capital should be sup 
plied and technical skill made available “un 
der international governmental auspices.” 
Since “former methods of foreign lending 
and investment are no longer suitable 
new machinery must be devised.” “The rela- 
tively new device of the Government Cor- 
poration or the Government Authority 
might very well be assigned a major role. A 
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sort of International RFC might prove a 
suitable device for stimulating foreign in- 
vestment. On the one side, there will be need 
for an international public development 
corporation to promote large-scale projects 
in industrially backward countries and 
areas; on the other side for an international 
authority under which private corporations 
seeking foreign investment outlets could ob- 
tain minimum guarantees based on the prin- 
ciple of insurance, and under which their 
operations and conduct could be regular- 
ized.” 

Various postwar plans provide for an in- 
ternational currency or bank money such as 
“unitas” or “bancor”’ to be issued either by 
an International Stabilization Fund of the 
United and Associated Nations or by an 
International Clearing Union. Generally, 
this authority is devised in a corporate form. 
Its functions will reach far beyond monetary 
technicalities into the realm of international 
policies. To Professor Keynes and his asso- 
ciates it is even a tool for a more ambitious 
and comprehensive scheme: “the pivot of 
the future economic government of the 
world.” ? 

We meet with similar conceptions in the 
field of postwar international trade, some- 
times with a still more utopian flavor. Some 
writers dream of an International Trade 
Authority as a huge instrument for the co- 
ordination of national commercial and eco- 
nomic policies. The Trade Authority should 
direct the flow of trade among nations and 
be the supplement or superstructure of other 
intergovernmental boards and corporations 
—for instance, an International Shipping 
Board, an International Development Cor- 
poration, and an International Commodi- 
ties Corporation.? Our survey in this area 
must be incomplete. Yet we may mention 
that in his provocative study on Conditions 
of Peace, the British Professor E. H. Carr be- 


1 International Clearing Union. Text of a paper con- 
taining proposals by British experts for an international 
clearing union. (British Information Services, April 8, 
1943) P- 19. 

2See Percy W. Bidwell, “Controlling Trade after the 
War,” 21 Foreign Affairs 297-311 (January 1943). 


lieves that the rebuilding of Europe depends 
on the creation of various intergovernmen- 
tal bodies and corporations, a European Re- 
lief Commission, a European Transport 
Corporation, a European Reconstruction 
and Public Works Corporation, and, under 
the aegis of a European Planning Authority, 
an International Trading Corporation and 
a Bank of Europe. 

Other politicians and social engineers ex- 
pect a change in postwar international rela- 
tions from the setting up of a Bank of Na- 
tions or of an “Economic Union Bank.” The 
second institution should be modeled upon 
the Inter-American Bank, proposed by the 
governments of the American republics in 
the convention of April 17, 1940, rather than 
upon the Bank for International Settle- 
ments. It should, in other words, be a true 
intergovernmental bank; to this end it 
should have governments, not central banks, 
as its members.* 

Other proposals could be cited. The edi- 
tors of Fortune, for instance, (in their “The 
United States in a New World,” a series of 
reports on potential courses for democratic 
action) recently proposed that a huge Euro- 
pean Transport Corporation be organized 
with control over strategic railways, high- 
ways, shipping enterprises, ports, and canals, 
and a regional European Bank as branch of 
a World Bank. 

These and other suggestions—of course, 
too numerous to be discussed here in any 
detail—disclose a common confidence in the 
usefulness of the government corporation as 
a tool of foreign policy. This optimistic atti- 
tude is in line with the general trend we 
have analyzed in the former sections. Still, 
we may warn against any uncritical generali- 
zation. In order to show the limitations of 
the corporate device, we finally turn from a 
historical and descriptive analysis to a more 
systematic evaluation. 


3See Otto Tod Mallery, Economic Union and Dur- 
able Peace, (Harper and Bros., 1943). 
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General Evaluation 

a we meet with “glaring diversi- 

ties” in the corporate structure,’ in the 
normal case a government corporation en- 
joys various privileges usually withheld 
from governmental departments and bu- 
reaus. Being a legal entity, a government cor- 
poration can make contracts and acquire 
property and other rights. It can sue and be 
sued in its own name. It is more or less ex- 
empt from bureaucratic controls, from regu- 
lations and restrictions regarding account- 
ing and budgetary procedure, and from 
auditing through the General Accounting 
Office. For some time most government cor- 
porations were not required to recruit their 
personnel through the Civil Service Com- 
mission. During recent years this privilege 
was gradually undermined, until the Ram- 
speck Act of 1940 removed the legal barriers 
to the extension of civil service to all 
federally-owned corporations except the 
Tennessee Valley Authority. 

Under these conditions a government cor- 
poration seems able to develop a driving 
power rarely met with in any of the regu- 
lar governmental agencies. Any freedom 
from control and regulation offers at least 
an advantage in time. Although the neces- 
sary coordination with other governmental 
agencies may be imperfect, fundamental de- 
cisions can be made and big transactions car- 
ried out with remarkable speed. We may 
question whether during the feverish days 
of the bank crisis in 1933 any governmental 
department would have been able to dis- 
play the same impetus as the Reconstruction 
Finance Corporation which, by its willing- 
ness and ability to assume large responsibili- 
ties, saved many institutions from imminent 
collapse. 

Another characteristic feature of a nor- 
mal government corporation is its versa- 
tility. If its statutory activities are broadly 
enough defined, it may easily turn to new 
procedures and policies and, as the situation 


1C. Herman Pritchett, “The Paradox of the Govern- 
ment Corporation,” 1 Public Administration Review 
381-83 (1941). 
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changes, be rapidly directed toward ne, 
goals. We may think of the numerous addi. 
tional functions assumed by the RFC family 
since the outbreak of the war, such as the ac- 
quisition of raw materials needed for na. 
tional defense, the building of industria! 
plants, and the extension of economic help 
to friendly nations. By the same token, a 
government corporation seems to be best 
suited for experimental policies. In general, 
it seems proper to say that a normal govern. 
ment corporation is able to act with an econ. 
omy and efficiency unusual in regular de. 
partments and bureaus. Thus we may hesi- 
tate to agree with the strange opinion that 
“the United States resorted to the corporate 
form for governmental enterprises in what 
might almost be called a prolonged state of 
absent-mindedness.’’* 

Of course, no government corporation 
can live up to those high standards of driv. 
ing power and versatility without being 
given some financial autonomy. While there 
are an amazing variety of devices, it is safe 
to say that most government corporations 
enjoy some freedom from auditing and 
budgetary control, the right to establish a 
revolving fund, and the privilege of borrow- 
ing on their own credit. This proposition 
holds true although we also meet with ex- 
ceptions: occasionally, financial preroga- 
tives have been denied to a government cor- 
poration and, on the other hand, granted 
to unincorporated agencies. Still, these de- 
viations from the general rule, important as 
they are for any detailed analysis, can be 
neglected in our over-all picture. 

Moreover, ideology plays a significant 
part. As long as an individualistic view of 
economic life prevails, the incorporation of 
governmental units appeals to public opin- 
ion. It may be accepted as an excuse for the 
unavoidable intrusion of the government 
into the proper sphere of business. Even 
those groups which, in principle, oppose 
any expansion of public activities have some- 


? Ruth G. Weintraub, Government Corporations and 
State Law, (Columbia University Press, 1939), p. 16. 
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times acquiesced in the new agenda of the 
state on the ground that the government was 
going to imitate the successful pattern of 
private business. As Marshall E. Dimock, 
one of the most qualified experts in this 
field, suggests, national legislators have more 
and more turned to the corporate form by 
saying, “Let us use the same kind of legal 
entity, freedom of management, and inde- 
pendence of finance which contribute to the 
success Of the best-managed private enter- 
prises.” The stigma of socialization will be 
partially removed by using a counterpart to 
the private corporation. 

In the field of foreign policy the corporate 
form of a governmental agency has two ad- 
ditional merits. First, it is better protected 
against domestic pressure groups and the 
alternation of political parties. Its program, 
therefore, may be kept more stable than that 
of a regular governmental department. The 
second advantage will be derived only oc- 
casionally, however highly it may be valued 
in periods of international tension and war: 
the government corporation is always pre- 
pared to establish an alibi. At its conven- 
ience it may alternately pretend to be either 
an arm of the government or an independ- 
ent business concern. If, for instance, in a 
period of war, the government of a neutral 
country is prevented by principles of inter- 
national law or by statutory provisions from 
doing business with a belligerent party, it 
may still be able to carry on some forbidden 
transactions by relying on a government cor- 
poration. 

Such a detour may also be suggested from 
the angle of domestic policies. Since treas- 
ury loans to foreign governments need con- 
gressional sanction and sometimes meet 
with misgivings, the government may attain 
the same end by an apparently innocuous 
deal between a domestic government cor- 
poration and a foreign business concern. 
Take for example the loan of $40,000,000 
for ten years, granted in April, 1941, by the 
Reconstruction Finance Corporation to the 
Brown and Williamson Tobacco Company 
of Louisville, Kentucky, wholly-owned sub- 


sidiary of the British-American Tobacco 
Company. The loan was secured by shares in 
the subsidiary held by the British parent 
company. This transaction was designed to 
improve the dollar position of the British 
government. The British Treasury was to 
receive $25,000,000 in cash from the British- 
American Tobacco Company in order to 
pay for urgently needed American-made 
munitions.! 

Some of those advantages, such as stabil- 
ity, neutrality, and independence of fluctu- 
ations in domestic policies, may be still more 
valuable in the field of international ad- 
ministration. It seems, therefore, consistent 
that any plan for international economic 
stabilization in the postwar world should 
show a predilection for creating several in- 
ternational agencies in corporate form. 

Our summary, however, would be incom- 
plete if not supplemented by several criti- 
cal observations. 

Those who suggest the use of government 
corporations for purposes of foreign policy 
face serious problems in the spheres of gov- 
ernmental coordination and governmental 
control. Obviously the independence, flexi- 
bility, and versatility of a government 
agency cannot be fully developed without 
detracting from the integration of all gov- 
ernmental activities. As we learn from va- 
rious experiences, particularly from the re- 
cent controversy between Vice-President 
Wallace and Secretary of Commerce Jones, 
the government corporation, actuated by the 
“capitalistic spirit,” may often be geared 
toward nearer and more “realistic’’ goals 
than toward the remote objectives of a gen- 
eral governmental program. Administra- 
tive uniformity is hampered by privileges 
granted to independent agencies. Many re- 
strictions and regulations, for instance, re- 
garding purchases, traveling, and recruit- 
ment of personnel, have been either relaxed 
or suspended on their behalf. 

The independence of government cor- 

1 See 152 Commercial and Financial Chronicle part 2, 


2444 (April 19, 1941) and the London Times, July 23, 
1941. 
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porations customarily culminates in the 
financial field. Many of them enjoy a degree 
of financial autonomy carefully withheld 
from government departments and bureaus, 
such as independent borrowing power, es- 
tablishment of a revolving fund, and free- 
dom from auditing and budgetary control. 
Financial autonomy, however, implies a 
shift in fiscal responsibilities from the gov- 
ernment to its instrumentalities. As we may 
gather from experiences of the past decade, 
these prerogatives can greatly hamper a con- 
sistent fiscal policy and even conceal the 
government's financial status. 

Budgetary control by Congress may be 
weakened while the goal of a balanced bud- 
get loses its traditional function as a touch- 
stone of sound fiscal policies. Moreover, by 
transferring expenditures of the federal gov- 
ernment to independent agencies, by in- 
creasing “contingent liabilities,” and by 
other more elaborate devices (which cannot 
be described in our survey), the balancing of 
the budget may be made a mere formality or 
a fiction. Under those conditions, we should 


ADMINISTRATION REVIEW 


not ignore the apprehension of many that 
by multiplying government corporations 
we shall eventually set up a 
government. 

Additional problems will arise from the 
creation of intergovernmental corporations 
in the postwar period. As we learn from 
former examples, their establishment im 
plies a partial surrender of national sove 
eignty. Although some rivalry between these 
institutions and national governments is in 
tended, it must be kept within reasonable 
limits. It might be worse to have these al 
legedly neutral organizations abused for 
power politics than not to have them at all. 

Undoubtedly some of these deficiencies 
can be overcome or, at least, minimized. 
Others may be considered as necessary evils 
or as a high price we cannot refuse to pay 
for the general benefits purchased. In any 
case, it is clear that although the government 
corporation is far from being a panacea for 
international ills, its functions will be ex- 
tended and multiplied on the future scene 
of foreign policy. 
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The Copper Recovery Program 


By THOMAS J. GRAVES and WILLIAM D. CAREY 


Bureau of the Budget 





OPPER and its alloys are essential ma- 
terials in the production of muni- 
tions. In attaining our productive po- 

tential under economic circumstances in 
which the demand for copper far surpasses 
the supply, temporary governmental con- 
trols over the productive and distributive 
aspects of the copper industry have neces- 
sarily been evolved in the public interest. 
These authorities have been vested in and 
are exercised by the War Production Board. 

Converting the civilian economy to war 
production was a slow and delicate process. 
The transitional period witnessed the mul- 
tiplication of WPB regulations progressively 
limiting the amounts of critical materials 
which could be used in fabricating nones- 
sential articles and providing for the con- 
servation of these materials through simpli- 
fication and standardization of products. 
The effect of these “L” and ““M” orders was 
to freeze outstanding copper supplies in the 
hands of holders. Following the period of 
conversion ‘cutbacks’ in production, 
changes in design, and outright cancella- 
tions of war contracts have figured as prin- 
cipal factors further resulting in the accu- 
mulation of frozen, idle, and excess copper 
inventories. 

Shortages in manpower, facilities, and re- 
sources pointed up the need for a systematic 
campaign, or “program,” for recovering the 
idle inventories and turning them into pro- 
ductive channels through the immediate 
transfer of usable shapes and sizes or through 
allocations to the mills for remelting and 
ultimate resale. 

Whatever administrative machinery 
might have been set in motion, the prob- 
lems would not have been different. The 


variety of uses to which copper is put in 
civilian as well as war production necessi- 
tated a determination as to the classes of 
holders to be approached in the first “go- 
round,” in order that the bulk of the idle 
copper might be recovered before the spe- 
cial classes of users, with smaller and more 
accessible inventories, were brought into 
line. Governmental price schedules had to 
be devised with due regard for prevailing 
market prices, considerations of producers’ 
costs, OPA ceiling prices, and a persuasive 
margin of subsidy to induce voluntary sales. 
A sanction to enforce ultimate compliance 
had to be available. Information had to be 
obtained as to the whereabouts and identity 
of industrial users of copper. Inventories, 
when reported, had to be analyzed and clas- 
sified as to usability and nonusability, as a 
preliminary to earmarking lots for private 
sale, governmental purchase, or scrap. Fi- 
nally, within the priorities and allocations 
system there was need for a permissive regu- 
lation to enable short-run emergencies to 
be met through private transfers of inven- 
tories “upstream.” 

The administrative organization which 
has been evolved to attend to these essen- 
tials and thereby recapture idle copper 
stocks for the war effort may be most aptly 
termed a tight confederation with a tripar- 
tite distribution of responsibilities and a 
balance of power. Within the War Produc- 
tion Board itself the Copper Division func- 
tions as regulator of the copper industry and 
the focal point where supply is confronted 
with demand, and the Redistribution Divi- 
sion as a staff unit charged with stimulating 
and assisting the industry divisions to sub- 
stitute available used or idle materials and 
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equipment for new. In the Redistribution 
Division, moreover, is lodged the ultimate 
weapon of requisition. Outside WPB the 
Metals Reserve Company, a subsidiary of 
the Reconstruction Finance Corporation, 
acts as the buying agent of the government 
with capital provided by congressional ap- 
propriation. These three organizational 
units, while autonomous in respect of one 
another, present a singularly united and ef- 
fective front in dealing with the problem 
under discussion, functioning with a 
smoothness and efficiency almost unbeliev- 
able in view of the complicated administra- 
tive setup. 


Operation of the Program 


HE structure of the Copper Recovery 

Program is typical of the several others 
now in operation dealing with steel, alum- 
inum, and manila cordage. The initiative 
for “programming” a scarce material stems 
from the respective War Production Board 
industry division having a knowledge of 
existing shortages and the situation as to 
available supply and demand. The idea is 
transmitted from the industry division 
through the director of the Redistribution 
Division to his Program Development 
Branch, where it is assigned to a program 
specialist who makes a detailed analysis of 
the commodity’s properties, price structure, 
and distribution within the industry. In 
cooperation with the Census Bureau a 
mailing list of potential holders of inven- 
tory is prepared, and questionnaire forms 
are drawn up to be mailed to them. It is in 
the Program Development Branch, more- 
over, that the essential and not always easy 
job of setting a governmental price sched- 
ule for the material is carried on with the 
OPA in cooperation with the industry divi- 
sion; and it is also in the Program Develop- 
ment Branch that all necessary financing 
arrangements are made with the RFC. (All 
these financing arrangements have, to date, 
been handled by the Metals Reserve Com- 
pany.) 


All recovery programs are administered 
in the city most conveniently located for the 
trade. Thus, the Steel Recovery Program 
is administered in Pittsburgh, while tha 
of copper is dealt with in New York City 
The Copper Division has established 4 
Copper Recovery Branch in New York 
City to carry out its part of the program, and 
the Redistribution Division has located jn 
the same premises a Copper Recovery Sec. 
tion, while the Metals Reserve Company has 
set up a separate fiscal agent, the Copper Re 
covery Corporation, which likewise has a 
neighborly connection in New York City 
with the other participating agencies. 

The forms and price schedules, after de- 
termination by the Program Development 
Branch, are sent in the case of the copper 
program to the Copper Recovery Section of 
the Redistribution Division in New York 
City. It is the responsibility of the Copper 
Recovery Section to mail out and secure the 
return of the questionnaire forms, to ana- 
lyze them as to completeness and accuracy, 
and to tabulate by machine the inventory 
data made available, breaking it down by 
holder, size, shape, and quantity. This in- 
formation is then presented to the Copper 
Recovery Branch of the Copper Division, 
where inventories are classified as (a) usable 
“as is,” (b) reworkable, or (c) suitable only 
for remelting. The Copper Recovery Branch 
then catalogs by IBM machines the “as is’ 
material according to the twelve WPB geo- 
graphic regions, and these catalogs are dis- 
tributed by the Branch to the field procure- 
ment offices of the armed services, to WPB 
regional offices, and to distributors within 
the industry. 

If copper classified as usable in its exist- 
ing condition does not move within the 
prescribed period of thirty days, it is marked 
for remelt and turned over to the Copper 
Recovery Corporation for purchase negotia- 
tions. The Copper Recovery Corporation 
handles the financial arrangements for the 
purchase and disposal of inventory items 
originally designated for remelt in addition 
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to those which could not be moved in the 
“as is” condition. A two-way contractual ar- 
rangement utilized by the Corporation in- 
volves a buyer-seller contract when the 
copper is purchased from a holder and a 
seller-buyer contract when the Corporation 
disposes of the material to a refinery. The 
government has provided a fund of $50,- 
000,000 to absorb the stated loss of eight 
cents a pound which it has agreed to take 
on these transactions. 

In this connection the Copper Recovery 
Corporation is restricted solely to the func- 
tions of a fiscal agent for the Copper Recov- 
ery Branch of the Copper Division, which 
issues instructions to the Corporation as to 
which inventories are to be bought up and 
the temporary and ultimate distribution to 
be made of them either to a stockpile, pend- 
ing a sizable accumulation of the material, 
or to a specific refinery. 

The Copper Recovery Section, Redistri- 
bution Division, has no direct contract with 
the Copper Recovery Corporation, but it 
does serve that agency in any situation that 
requires the government to requisition ma- 
terials. The Corporation has discovered 
that even up to the point of affixing signa- 
tures to a contract a seller will occasionally 
refuse to make copper available to the gov- 
ernment, and it becomes necessary to 
threaten requisitioning of the material 
under the Second War Powers Act. The se- 
quence of events is as follows: The Copper 
Recovery Corporation finds that a buyer 
will not sell copper to the government at 
the stated price; the Copper Recovery Cor- 
poration so advises the Copper Recovery 
Branch, Copper Division, and asks for a 
recommendation; the Copper Recovery 
Branch determines whether the material 
should be requisitioned and, if so, requests 
the Copper Recovery Section, Redistribu- 
tion Division, to requisition it; the Copper 
Recovery Section then communicates with 
the Requisitioning Branch of the Redis- 
tribution Division at Washington, which in- 
stitutes a thorough investigation of the case 


and carries on direct negotiations with the 
holder of the inventory. 

Generally speaking, the threat of requisi- 
tioning is sufficient to change a seller's mind 
about the government prices. In those rare 
instances where requisitioning is carried to 
the fullest extent, the inventory is turned 
over for remelt to the Copper Recovery Cor- 
poration after the papers have been served. 
From the proceeds of the sale a sufficient 
amount is set aside to meet the expected 
court award, which may not be handed 
down for a period of as long as two years. 

While in the stages of program planning 
and the recovery of remelt materials the ad- 
ministrative mechanisms which we are de- 
scribing work with apparent synchroniza- 
tion, no such happy situation exists with 
regard to redistribution of idle and excess 
copper inventories in their “as is’ condi- 
tion. Redistribution of usable idle copper 
is carried on by the Copper Recovery 
Branch, by the Copper Recovery Section, 
by the field offices of the WPB and the pro- 
curement agencies, by private distributors, 
and through special sales between the holder 
and a private purchaser within the terms of 
Priority Regulation No. 13, which sets up 
schedules of permitted saies for specific uses 
on the basis of prescribed preference rat- 
ings. Moreover, special arrangements have 
been made to permit the Aircraft Scheduling 
Unit at Wright Field (Dayton, Ohio) and 
the Navy Department to enjoy a thirty-day 
additional period of grace, during which 
they may attempt to redistribute any of their 
own idle and excess inventories internally 
among their own plants, yards, and con- 
tractors. This diffused method of redistribu- 
tion, tolerated in the interests of speed in 
meeting short-run emergencies, has the un- 
fortunate effect of introducing a high per- 
centage of inaccuracy and obsolescence in 
the over-all inventory records. The saving 
element in the situation is that the trade 
now deals almost exclusively with the Cop- 
per Recovery Corporation in New York and 
only fugitive requests for “as is” inventor- 
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ies are directed to the regionalized outlets, 
save in the case of clients of the armed serv- 
ices who hope for windfalls as a conse- 
quence of cancellations or cutbacks affecting 
their competitors. In any case, less than one- 
third of the inventories recovered by this 
program fall into the “as is’ classification.” 


Organization of the Agencies 


Copper Recovery Section, Redistribution 
Division. The Redistribution Division's 
Copper Recovery Section is headed by a 
chief and an assistant chief under whom 
serve 74 WPB employees and 168 clerical 
employees furnished by the Copper Recov- 
ery Corporation and paid from its funds. 

The assistant chief has an industrial back- 
ground in the copper field and, in addition 
to supervising all the employees of the sec- 
tion, devotes a good deal of his time and 
efforts to supervising the work of the price 
analysts in the Technical Analysis Depart- 
ment. This work consists of analyzing re- 
turned questionnaires from a price view- 
point, which amounts to a review of the 
price asked by holders of inventories in rela- 
tion to the established governmental price 
schedule. The review of prices, which is 
made in New York, does not involve any 
discretionary right to alter price schedules 
as established originally in the Program De- 
velopment Branch. 

By far the largest number of WPB em- 
ployees engaged in copper recovery activi- 
ties is in the Technical Analysis Depart- 
ment, which is concerned not only with 
prices but with technical information in- 
volving the breakdown of inventories into 
standard sizes and shapes as a prerequisite 
to the tabulating operations subsequently 
conducted. A Technical Information Sec- 
tion is made up of particularly qualified 
analysts who advise subordinate analysts on 
problems encountered in inventory and 
price analysis. An Interpretation Section 
analyzes ““L”’ and “M” orders and clears all 
interpretations with an Appeals Section in 
the Copper Recovery Branch of the Copper 
Division. (The latter group’s decision is 
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final in every instance, but the physical 
problem is such that the so-called “easy” in 
terpretations of a recurring nature are mace 
in the first instance by the Interpretation 
Section, an arrangement which saves con 
siderable time. The Appeals Section of th. 
Copper Recovery Branch reviews only ques 
tions of interpretation arising de novo.) A 
Multiple Concerns Section deals with those 
large companies operating throughout the 
United States which have set up a central 
ized office for the receiving of questionnair 
forms. Thus, for example, all questionnaires 
received from Sears Roebuck stores, of 
which there are some six hundred, are sent 
to a central office established by that com 
pany, and any inquiries or matters that must 
be handled with that company are cleared 
through the Multiple Concerns Section, 
where a master folder for each such concern 
has been set up. This unit supervises the 
screening by the analysts in the Technical 
Analysis Department of data requests re 
ceived from the so-called multiple concerns. 
The Correspondence Section handles gen 
eral inquiries, requests for forms, and simi 
lar communications which do not pertain to 
individual holders. 

The Requisitioning Department of the 
Copper Recovery Section consists of only 
one man, who works with the Appeals Se« 
tion of the Copper Recovery Branch. This 
unit appears to be especially effective in 
dealing with recalcitrant sellers; in dealing 
with g19 obstinate sellers it has persuaded 
all but 21 to sell their excess copper inven- 
tory to the government on its terms. The 
Appeals Section of the Copper Recovery 
Branch makes the first attempt to break 
down the owner's resistance, but if its ef- 
forts are unsuccessful the Requisitioning 
Department makes a threat of confiscation. 
Two kinds of cases constantly arise: (a) the 
holder refuses to cooperate when first ap- 
proached; (b) a holder who has once agreed 
to sell balks when Copper Recovery Cor- 
poration delivers the purchase contract to 
him. 

The Tabulation Department is under the 
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direction of one WPB employee, who super- 
vises forty-eight employees on the Copper 
Recovery Corporation payroll. Practically 
all the tabulating work is performed for the 
Copper Recovery Branch, although a cer- 
tain amount of mailing work is done for the 
Copper Recovery Section. This group does 
its work after the Copper Recovery Section 
has coded and classified the inventories re- 
ceived on the data requests. 

Rounding out the organization of the 
Copper Recovery Section, there is an ad- 
ministrative assistant who handles payroll, 
personnel records, budget, etc. and an or- 
ganization manager who is essentially a 
“trouble shooter’ and expediter who sees 
that procedures as outlined by the manage- 
ment analyst are followed out. The manage- 
ment analyst maps out all procedures within 
the Section, including those for the Tabu- 
lating Department. A WPB employee heads 
up the Clerical Department, which is staffed 
with personnel furnished by the Copper 
Recovery Corporation. This department is 
responsible for the mail, supplies, files, and 
the stenographic pool. 

Copper Recovery Branch, Copper Divi- 
sion. The organization and the functions 
of the Copper Recovery Branch, Copper Di- 
vision, are less complex than those of the 
Redistribution Division's Section. The chief 
of the Branch has a small staff consisting 
of an operating assistant (who may be de- 
scribed as the assistant chief), a technical 
assistant, a statistical reports and control 
officer, and an administrative officer. The 
Branch has four major sections—Classifica- 
tion, Appeals, “As Is,” and Allocation— 
staffed by sixty-eight WPB employees and 
approximately eighty clerks from the Cop- 
per Recovery Corporation. 

The Classification Section receives the 
tabulated data secured from the inventory 
reports by the Copper Recovery Section of 
the Redistribution Division. On the basis 
of these data, the inventories are classified as 
usable in their present form, reworkable, 
or strictly remelt. After this separation the 
usable inventory is coded as to holder, 
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whereabouts, size, shape, etc., as a prelimi- 
nary to the setting up of inventory records 
on IBM machines. 

The Appeals Section is composed of three 
units, handling Copper Recovery Branch 
cases, Copper Recovery Corporation cases, 
and interpretations of “L” and ‘““M” orders, 
respectively. As already mentioned, this sec- 
tion conducts preliminary negotiations 
with holders of excess inventories who have 
refused to sell to the government on its 
terms. A good many appeals arise in situa- 
tions where a holder of excess inventories 
has obtained new contracts since his inven- 
tory was reported as idle or frozen and de- 
sires permission to utilize this inventory to 
fulfill his contract. In terms of the Copper 
Recovery Program this is probably as de- 
sirable an arrangement as can be effected 
because no transmission of materials is in- 
volved, and from the standpoint of adminis- 
trative operations it removes from the ac- 
tive files that particular inventory. 

The “As Is’ Section handles the various 
programs of copper recovery now in opera- 
tion, which are the copper salvage, copper 
screening, copper wire and cable, and textile 
copper print roll programs. There are 
twenty-eight employees in this section, 
which is organized in terms of the various 
programs. This section, in addition to super- 
vising the preparation of catalogs of “as is” 
inventories, does a brisk business in actually 
meeting shortage requests which come di- 
rect to the Copper Recovery Branch. The 
Branch boasts of having moved 50,000,000 
pounds of “as is” material through meet- 
ing shortage requests. 

The Allocation Section has a three-fold 
task in the distribution of copper scrap and 
copper for remelt purposes. When the “As 
Is’ Section is unable to sell copper in its 
present form and the Copper Recovery 
Corporation has purchased it from the 
holder, this section decides which mill shall 
receive it and advises the Copper Recovery 
Corporation to send a purchase contract to 
the mill decided upon. The Copper Recov- 
ery Corporation negotiates the contract and 
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issues shipping instruction to the holder. 

Every scrap dealer is required to report 
to this section sales made to authorized buy- 
ers of copper scrap. This is really not an al- 
location function, but it is performed in 
order to assure the sustained flow of scrap 
in normal trade channels. 

A small audit group within the Alloca- 
tion Section reviews transactions involving 
the sale of copper in its “as is’ condition, in 
order to ensure accuracy in posting actual 
sales to the available inventory records. This 
operation really amounts to a post-audit of 
transactions which have been initiated in 
all good faith but which for some reason 
have not been consummated, leaving usable 
inventory neglected or overlooked. In short, 
this group is responsible for the proper ac- 
counting of “as is’ inventories. All papers 
which are relevant to sales negotiations are 
thoroughly scrutinized. 

Copper Recovery Corporation. The 
Copper Recovery Corporation is the agent 
for the Metals Reserve Company in provid- 
ing the financial mechanisms and clerical 
and stenographic personnel for the Copper 
Recovery Program. It is a governmental 
corporation with seven shares of non-profit 
stock, one share of which is held by each 
member of a board of seven directors in the 
name of the company. The president of the 
Corporation, appointed by the Metals Re- 
serve Company, also serves on the board of 
directors. By agreement with the Metals Re- 
serve Company no individual except the 
president may receive a salary higher than 
$5,000 per annum, and the salaries of all 
employees are determined by the president 
within that limitation. In addition to the 
250 employees furnished by the Corporation 
to the Copper Recovery Branch and the 
Copper Recovery Section, the Corporation 
has a staff of approximately 250 employees 
engaged in making contracts, handling re- 
quisitioning of materials, arranging for the 
proper transportation of copper sold for 
remelt, and keeping financial and account- 
ing records. 

Using the governmental price scale, the 
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Corporation negotiates with holders of vita! 
inventories for the sale of frozen, idle, o, 
excess copper to be held by the Corpora 
tion and sold to the smelters. It is impor 
tant to remember that the Corporation js 
neither the finding nor the analyzing mech 
anism. Its role is limited to that of a financial 
and contracting agent. As such, however, it 
exercises a measure of prudent restraint 
over its collaborating agencies. In addition, 
the Corporation assumes jurisdiction over 
requisitioned material and arranges for its 
sale. 

At least once a month the president of 
the Corporation and the chiefs of the two 
copper recovery units meet to dispose of any 
problems that may have arisen during the 
interim. Inasmuch as their offices are in the 
same building, they are in constant daily 
communication. This is likewise true of 
lesser officials of the two WPB administra- 
tive units. As the various programs slacken 
or gain momentum, the Corporation makes 
the appropriate housekeeping adjustments. 
Since the corporation is not governed by 
civil service regulations, it can secure clerks, 
stenographers, and technical and supervis- 
ory personnel at prevailing wage levels. 

The Metals Reserve Company made avail- 
able to the Copper Recovery Corporation a 
sum of $50,000,000 by which purchases are 
to be made and anticipated losses are to be 
sustained. To date the Copper Recovery 
Program has involved an outlay of approxi- 
mately $6,000,000, and the prospects are 
that no more than $15,000,000 will be en- 
cumbered, leaving an unused balance of $35- 
000,000 in the original revolving fund. This 
estimate takes into account the fact that the 
significant available excess inventories have 
now been recaptured. 


Conclusion 


ELDOM will a more confusing pattern of 
S operations be found in the field of pub- 
lic administration. Here are three separate 
and distinct administrative units reporting 
to three headquarters units of two different 
organizations. The Copper Recovery Cor- 
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poration reports to the Metals Reserve Com- 
pany, Washington, and, through the latter, 
to the RFC; the Copper Recovery Branch 
reports to the Copper Division, and, through 
the executive vice chairman to the WPB; the 
Copper Recovery Section reports to the Re- 
distribution Division, and, through the 
operations vice chairman, to the WPB. 

In our judgment there are several major 
reasons why the Copper Recovery Program 
is administratively successful despite what 
appear to be an excessive number of inter- 
relationships. These reasons may be listed 
as follows: 

1. Personalities of the unit chiefs. The 
heads of the Copper Recovery Branch and 
Copper Recovery Section are on good terms. 
They are in daily communication and hold 
regularly monthly meetings to resolve joint 
problems. These face-to-face relationships 
are conducive to harmony and efficiency. 
The fact that Washington is not harassed by 
unresolved problems is an indication that 
the personalities of the administrators have 
had a large share in making for successful 
management of the Copper Recovery Pro- 
gram. It also argues, incidentally, for a 
boarder conferment of discretion upon field 
representatives throughout the federal war 
agencies. 

2. Coordination and cooperation stem- 
ming from the physical proximity of the 
respective offices and the use of common 
stenographic personnel. The offices of the 
entire Copper Recovery Program are located 
on two floors in the same building in New 
York City. This factor has tended to break 
down whatever artificial barriers might 
otherwise have grown up, as well as to in- 
troduce a positive kind of cooperation. In- 
terchange of personnel has been facilitated 
by this physical factor. Furthermore, all 
mail is directed to the attention of the Cop- 
per Recovery Corporation and the letter- 
heads of the WPB units carry this direction 
in large type, in order to avert confusion on 
the part of the clientele. The positional 
tactic has also borne fruit by enabling the 
principal officers of the three entities to ar- 


range informal discussions on matters of 
common interest, thus achieving at the in- 
terdepartmental level that measure of con- 
cert which is rather the characteristic of the 
subordinate operating units within a single 
agency. 

3. Organization on the basis of unity of 
purpose. Organization on the combined 
principles of process and unity of purpose 
characterized the structure of the copper re- 
covery administration. Carefully delineated 
functions and responsibilities make for in 
teragency collaboration at every stage of the 
administrative process, and jurisdictional 
conflicts of a serious nature, accordingly, 
are of infrequent occurrence. 

4. The role of monitor played by RFC. 
The interjection of the RFC through its 
Metals Reserve Company has had a some- 
what pacifying effect on those elements in 
WPB which might otherwise have been 
tempted to over-regulate the copper indus- 
try and threaten its existence. Furthermore, 
the fact that the Corporation must approve 
any program as to financing has enabled it 
to exert pressure on WPB to prepare plans 
for recovery operations with care and exacti- 
tude. Generally speaking, however, the 
usual advantages credited to corporate or- 
ganization have no bearing on the adminis- 
trative effectiveness of the Copper Recovery 
Program. 

5. The willingness of all parties to abide 
by the spirit and letter of good management 
principles. Administrative principles have 
been carefully observed even though the 
organization as such is complicated. Con- 
siderable acumen was shown in setting up 
the organization outside Washington be- 
cause, in addition to conveniencing the 
copper trade, this arrangement has had the 
incidental effect of sidestepping the pres- 
sures and conflicts which so readily germi- 
nate in the nation’s capital. 

Especially noteworthy is the precise estab- 
lishment of careful lines of authority. There 
is apparently no overlapping at any stage of 
the recovery process. Washington wastes no 
time in adjudicating petty cases of admin- 
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istrative poaching. The authority of each 
unit is so carefully delineated that work can 
flow in either direction with equal facility, 
i.e., the assembly line can be reversed. In 
every instance authority has been accom- 
panied by a strategic location of supervisory 
controls. Each of the branch chiefs has ap- 
pointed an assistant who serves in his stead 
and who possesses sufficient knowledge and 
authority to take over at any time. 

There is an apparent consciousness on all 
sides of the need for continuing organiza- 
tional analysis. Each unit has paid careful 
attention to the manner in which it is or- 
ganized to do its work and a procedural 
analyst makes certain that the work pro- 
ceeds in proper sequence. 

Personnel is economically utilized by an 
interchange of employees among the three 
units as the work load changes. Those em- 
ployees who have been hired by the Cor- 
poration are separated from service when 
the work load slackens because of a decline 
in a particular program. Personnel is as 
readily recruited when necessitated by the 


inauguration of a new program. 
Good records are kept by the three ad- 
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ministrative units, and serve as a basis fo) 
adequate and up-to-date reporting meth 
ods. Records are easily accessible and the 
evidence indicates that they are used as man 
agement tools. 

Finally, the organization of the Copper 
Recovery Program is orthodox in retaining 
policy determination at the headquarters 
level and consigning policy execution, a 
cording to clear yet flexible standards, to the 
field level, with a moderate degree of de 
centralized discretion. 

What of the administrative counsel which 
demands the unifying of operations under a 
single head? Here, apparently, we have a 
violation with none of the manifest conse 
quences of sin. Actually, however, the irri 
tations congenital to executive pluralism 
have been allayed through prenatal applica 
tions of patented administrative principles 
—organization along sound principles, clear 
functional demarcations, and environmen- 
tal advantages at the operating level. It is 
the fruit of obedience to the principles of 
unity of purpose and coordination by idea, 
that pluralism has taken on the aspect here 
of a winning confederation. 
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HE war has produced many new ex- 

amples of administrative cooperation 

between the states and the federal gov- 
ernment, some highly successful, others not. 
Among those which are filled with promise 
for healthy development of intergovern- 
mental relations in the future is the work of 
state gasoline tax administrators and the 
Audit and Control Unit of OPA’s gasoline 
rationing branch in devising and operating 
a successful cooperative machinery for the 
control of rationed gasoline. In many ways 
this venture is unique in the experience of 
state-federal cooperative experience. The 
states took the initiative in offering to the 
federal government the services of existing 
tax administration machinery to carry out 
a new rationing program for which no fed- 
eral machinery existed. This in itself should 
be heartening to the advocates of decentrali- 
zation. They can take further satisfaction in 
the relative success which this work has en- 
joyed and in the unanimous cooperation of 
the states, although the federal government 
has extended no financial inducement. 


State Administrators Take the Initiative 


ASOLINE rationing in the United States 

first received serious consideration in the 
summer of 1941 when a number of tankers 
supplying the Eastern Seaboard were di- 
verted to transatlantic trade. This action re- 
sulted in the need for temporary restrictions 
on the sale of gasoline in the states affected. 
At the sixteenth annual meeting in October, 
1941, of the North American Gasoline Tax 
Conference, the nationwide association of 
state gasoline tax officials, the possibility of 
rationing was considered, and one of the 
members recommended the appointment of 
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a committee to meet with the representatives 
of the federal government who were study- 
ing the problems of gasoline rationing. Im- 
mediately following the entrance of the 
United States into the war, the president of 
the Conference appointed a special com- 
mittee on the administration of the gasoline 
conservation program which he realized 
might prove necessary. This committee of 
fered the services of the Conference to the 
Government of the United States in a let- 
ter of December 15, 1941, sent by Arthur B. 
Anderson, president of the Conference, to 
President Roosevelt, Harold L. Ickes, the 
Petroleum Coordinator, and Donald M. 
Nelson, then Director of Priorities of the 
Office of Production Management. The let- 
ter pointed out that: 


The gasoline tax administrators in the various 
states have complete identification of gasoline sup- 
pliers; they have direct and regular contact with 
these suppliers through gasoline tax and gasoline 
movement reports and, therefore, knowledge of 
quantities handled in each state. 


Three representatives of the committee 
subsequently met with officials in Mr. Ickes’ 
office in Washington, D. C., and discussed 
in some detail the tentative plans for ration- 
ing being developed at that time. All were 
in agreement that rationing was undesirable 
and should be avoided if possible, but that 
plans should be prepared against the danger 
of a recurrence of the gasoline shortage. Sub- 
marine attacks on coastal tankers and neces- 
sary military withdrawals of gasoline in the 
East Coast area precipitated a crisis in sub- 
sequent months which fully justified this de- 
cision. 

It was generally agreed among those who 
had studied the systems of gasoline rationing 
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in effect in other countries that the issuance 
of coupons to consumers was the only equi- 
table method of distributing the available 
supply of motor fuel in a shortage area. The 
order of March, 1942, limiting the sale of 
gasoline to service stations and bulk users on 
a percentage basis, and the “card rationing” 
system in effect from May 15 to July 22 were 
recognized as mere stopgaps and were re- 
placed as quickly as possible by a method 
utilizing perforated coupons to be torn from 
the user's book and given in exchange for 
the gasoline received. 

Three sets of administrative machinery 
were suggested to perform the tremendous 
amount of work involved in holding gaso- 
line dealers accountable for coupons cover- 
ing all their sales. One model was provided 
by Canada, where the “Oil Controller for 
Canada” does what his title suggests—con- 
trols the entire gasoline rationing machin- 
ery from refiner to consumer. Although all 
nonrationed gasoline in Canada must be 
dyed a distinctive color at the refinery and 
may thus be more easily detected when im- 
properly used, the Canadian method re- 
quires such a large administrative staff that 
its adoption in the United States would have 
complicated further an already difficult 
manpower situation. 

The other possibilities advocated were the 
use of federal or of state gasoline tax collect- 
ing machinery, for the reasons suggested in 
the letter quoted above. Use of federal ma- 
chinery has the obvious advantage of nation- 
wide uniformity in the law, in report forms 
and their filing dates, and in administrative 
procedure. 

There were reasons, however, for favoring 
the states’ machinery. Their control of gaso- 
line runs along state lines, and therefore is 
more suited to a condition in which certain 
states are rationed while others are not, or 
where rations are not the same in all states. 
The federal tax is collected from refiners, 
while states require payment from “licensed 
distributors,” who are in most instances 
wholesalers one or two levels removed from 
the refiner. Since quantities of acceptable 


motor fuel classed as gasoline are produced 
by blending other petroleum fractions in the 
bulk plants of these distributors, more of the 
product which ultimately reaches the mar. 
ket as gasoline is controlled at this level than 
at the refinery. In addition, coupon account. 
ability at the level of the licensed distribu 
tor involves on the average one less trans. 
fer than would be the case where refineries 
were held accountable, lessening the load 
of work on the rationing administrator and 
on the refiners. 

Finally, in a program of nationwide ra- 
tioning for conservation of rubber, non. 
highway use of gasoline need not be 
restricted, although automotive use must be. 
The federal government taxes all gasoline 
which meets certain specifications, regard- 
less of the intended use of the product; the 
states, on the other hand, with relatively few 
exceptions, exempt or refund the tax on 
gasoline used for most non-highway pur- 
poses. This practice results from the de- 
velopment of the state gasoline tax as a 
special benefit tax levied for highway pur- 
poses. Considerations of equity and the 
pressure of agrarian and industrial groups 
dictated in most states that gasoline not used 
on the highways should not be taxed. A tax 
system which differentiates between high- 
way and non-highway use of gasoline is bet- 
ter adapted to the needs of a rationing 
program which does the same. 


The Plan of Audit Control 


a MARCH, 1942, the administration of 
rationing was vested in the OPA, and 
Joel Dean was appointed chief of the Fuel 
Rationing Division. Mr. Dean immediately 
arranged to meet with the committee ap- 
pointed by the president of the North Amer- 
ican Gasoline Tax Conference, and mem- 
bers of the committee were appointed as his 
consultants. Working with the staff of the 
OPA, these consultants helped to draft the 
general plan of audit control which was later 
put into operation. 

The OPA decided to use the gasoline tax 
machinery of the states, partly for the rea- 
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sons listed above and partly because of the 
initiative taken by the state administrators 
through their Conference in offering their 
services and actively helping to draft the 
rationing plans. The plan for control was 
described as follows by one of the consultants 
who helped to design it. 


1. There must be an even exchange of coupons 
from the level of the consumer’s purchase to the 
primary or bonded, licensed level. In other words, 
there must be an even exchange of coupons on all 
movements of gasoline with some few exceptions, 
such as intercompany exchanges (primary level), 
cross-state-line deliveries, United States Government 
sales, etc. 

2. To make unrestricted movements of gasoline 
between suppliers and retail dealers possible, each 
retail dealer and each secondary dealer (bulk plant) 
not a unit part of a primary supplier must register 
and receive a supply of so-called “inventory cou- 
pons” in an amount equal to the difference between 
capacity and opening inventory. This arrangement 
permits supply to be made up to full capacity with 
an even exchange of coupons and makes field in- 
spections extremely simple—inventory plus coupons, 
plus or minus reasonable loss or gain, must equal 
capacity. 

3. Exactly as in motor fuel tax reporting, all pri- 
mary suppliers (distributors, importers, etc.) must 
report to their respective states on coupon dis- 
posals by certification as to the total value of cou- 
pons accumulated, accompanied by a statement of 
reconciliation attached to a duplicate copy of the 
monthly tax report. (The movement of coupons is 
direct from the industry to OPA rather than to the 
state tax agencies.) 

4. As each state tax agency completes its own 
office audit of the reports received, it checks the ex- 
tra copy, indicates its findings either by statement or 
check on the face of the report, and forwards it to 
OPA. 

5. If the state tax agency, when it completes a 
field audit of any of its reporting companies for its 
own tax purposes, discovers errors which directly 
or indirectly affect coupon figures, it so reports to 
OPA. 


This plan was agreed to by all state tax 
administrators of the eastern seaboard states 
included in the “curtailment area,” at a 
meeting held on April 26, 1942, or by sub- 
sequent correspondence. The consultants 
then prepared an individual analysis for 
each state of the line-by-line tie-in between 
that state’s motor fuel tax report and the “re- 


conciliation report” to be used for coupon 
accounting by the OPA. These plans were 
drawn up for all the states of the country as 
a matter of preparedness, although it was 
not generally believed at that time that 
nationwide rationing would prove neces- 
sary. 

Ration Order 5-A, which became effective 
on July 22, provided a system of coupon ra- 
tioning of gasoline in the states of the eastern 
seaboard. At the same time, Limitation 
Order L-7o was lifted from this area, since 
it was thought that the coupon rationing sys- 
tem would accomplish the same purpose 
more effectively. Following the report of the 
Baruch committee, the same coupon system 
was extended to cover the whole of the 
United States on December 1, 1942. The 
purpose of nationwide rationing was not to 
conserve gasoline but to conserve rubber 
through restricting the use of automobiles. 
The rationing of automobiles, tires, and 
gasoline was officially designated by the term 
“mileage rationing,” and the amount of 
gasoline to be made available to individuals 
was determined with reference to the num- 
ber of miles of “‘necessary driving.” 

In order to understand the manner in 
which rationing is tied in with the collection 
of state gasoline and motor fuel taxes, it will 
be helpful to review the general process of 
gasoline control for state tax purposes. After 
several unsatisfactory experiences with col- 
lection of tax at the filling station or retail 
level, all the states in recent years have col- 
lected the tax from “licensed distributors” 
at the wholesale level. In the highly indus- 
trial states of the North Atlantic seaboard, 
these distributors usually represent the first 
level below the refinery, or in many cases 
the refiner himself, and consequently num- 
ber less than one hundred in each state. In 
the Middle West, on the other hand, a li- 
cense is usually granted to the local whole- 
saler, who sells directly to independent fill- 
ing station operators and in bulk lots to 
farmers. This means that the number of li- 
censed distributors may be as large as two 
thousand. Other sections of the country fall 
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somewhere between on either of two bases, 
and these are used about equally by the 
states. In the one case the distributor is held 
liable for tax on all gasoline received and 
stored by him, unless he can show that he 
has later sold it for a nontaxable purpose. 
On the other hand, distributors in many 
states are taxed on the basis of the amount 
of gasoline removed from storage and sold 
or used for taxable purposes. As will be seen 
presently, this difference has raised some 
problems in rationing administration. 

In each state every distributor is required 
to file a report within a given time following 
the end of each month—usually fifteen to 
twenty-five days—summarizing his handling 
of taxable motor fuel during the preceding 
month. These reports include the inventory 
at the beginning and end of the month, all 
receipts during the month, including new 
taxable motor fuel created by blending, and 
transfers or sales made during the period. 
Those transactions which are free of tax are 
itemized and deducted from the total of tax- 
able gallonage, and the net amount subject 
to tax is determined. The report must be 
supported by detailed statements giving 
dates and all of the salient facts concerning 
each shipment made or received, with the 
name of the other party. In addition, reports 
are required of common and contract car- 
riers transporting taxable petroleum prod- 
ucts. These reports are then matched, in 
many cases through the use of punch card 
sorting equipment, to check the reports of 
taxpayers who claim to have sold or bought 
taxable products from one another. Inter- 
state movements are checked by exchange of 
information between states. In this way the 
states maintain a virtually foolproof and 
bootlegproof control of all taxable gasoline 
produced in or entering into each state. The 
accuracy of all the reports is checked through 
periodic auditing of the books of all dis- 
tributors, and the identity of taxed products 
is carefully checked in most states through 
an oil inspection department employing 
competent petroleum chemists. 

This is the machinery which the state ad- 
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ministrators offered for the use of the fed 
eral government in gasoline rationing. |; 
has worked with considerable efficiency fo, 
many years in each of the states, and stand 
ards have been constantly raised through «& 
velopment of greater uniformity and ex 
change of information regarding administra 
tive techniques cleared through the office of 
the North American Gasoline Tax Confe: 
ence. 


Coordination Problems in the Audit 
Control Program 


a the knotty problems confronting 
the rationing authorities in their use of 
state tax collection machinery is that of co 
ordination between the state and federal 
officials. Since the effectiveness of gasoline 
control for rationing purposes depended 
upon continued smooth operation of the 
state taxing machinery, it was definitely not 
desirable to ‘‘federalize” the state officials 
On the other hand, if they maintained no of 
ficial relationship with the federal agency 
problems of the location of authority and 
responsibility would constantly arise. Fu 
ther, how would the states be compensated 
for the work which they would do? Would 
they be paid a sum which federal bounty 
considered appropriate, or would each state 
negotiate a contract with the United States 
for its services? Both of these problems 
which might have produced acute compli 
cations in peacetime, were solved by the 
patriotic motivation of the parties to the 
arrangement. The state officials, through the 
North American Gasoline Tax Conference, 
offered their services without charge to the 
federal government. The Conference was 
also in a position to do much of the coordi 
nating for its member states, so that it 
proved possible to take care of liaison ar- 
rangements on a quite informal basis. 
The agency with which the states main- 
tain contact is the Audit and Control Sec- 
tion of the Gasoline Rationing Branch of the 
Office of Price Administration. Following a 
period of some months, during which one 
state official was on the OPA payroll full- 
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time and another was lent by his state on a 
half-time basis to set up the program, the 
OPA hired on a permanent wartime basis 
the administrative assistant to one of the 
state administrators, to serve as a full-time 
“Jiaison agent.” His duties have consisted of 
maintaining constant contact with all state 
administrators in order to clear up all con- 
flicts and misunderstandings between the 
states in the field and the OPA in Washing- 
ton. At the urgent request of administrators 
assembled in the 1942 annual meeting of the 
Conference, three additional liaison agents 
have been placed on the staff of the Audit 
and Control Section so that the states may be 
more easily covered on a regional basis and 
may be kept in more constant touch with 
OPA executives in Washington. According 
to the recommendation of the Conference, 
these men are all experienced gasoline tax 
administrators, and can thus interpret the 
problems of state officials to the OPA with 
full understanding of their significance. 
Other problems in coordination resulted 
from the diversity in the state laws, which 
differ widely in detail although they are very 
much alike in general outline. Perhaps the 
most difficult of these problems has involved 
the definition of gasoline. Because of the dif- 
ferent types of motor fuel marketed in the 
various states, and because of legislative 
pressures, there are forty-nine separate def- 
initions of gasoline for the states and the Dis- 
trict of Columbia. Some of these are based 
on physical specifications, others upon the 
use of the fuel, and still others upon names 
such as naphtha, benzol and benzene, which 
no longer have any accurate scientific mean- 
ing. Since the success of the control program 
depends upon correlating rationed gasoline 
with taxed gasoline, it was necessary that the 
definition adopted by the OPA differ as 
little as possible from each of the state defi- 
nitions. On the other hand, it was also neces- 
sary to have a uniform definition through- 
out the country. The first official attempt 
produced the following definition: 


“Gasoline” means any liquid fuel used for the pro- 
pulsion of motor vehicles, aircraft, or motor boats 
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by means of internal combustion engines, except 
liquid fuel with an octane rating of 86 or more, and 
except Diesel fuel, kerosene, benzene, benzol and 
naphtha. 


This definition is interesting, if for no 
other reason, in combining all three of the 
approaches—specification, use, and name of 
product. It was sharply criticized by state ad- 
ministrators, who adopted a resolution at 
the 1942 annual meeting of the Conference 
proposing the following substitute, based 
entirely on use: 

“Gasoline” means any liquid fuel which is used 
or which is commonly or usually used for the pro- 
pulsion of motor vehicles by means of internal com- 
bustion engines, except gasoline used for aviation 
purposes and except fuel used in Diesel type motors. 


In response to this suggestion, the OPA 
issued on February 15, 1943, a much more 
elaborate definition clearing up some of the 
difficulties caused by the former one, but 
still using all three bases of definition. 

The most serious difficulty in the defini- 
tion of gasoline relates to petroleum frac- 
tions such as those commonly marketed un- 
der the name of naphtha, which may be 
blended with highly volatile products such 
as “natural” or drip gasoline to produce a 
very acceptable motor fuel for highway use. 
The problem of naphthas and related petro- 
leum products lies in their widespread sale 
by hardware and general stores for many 
household uses. This makes their control a 
very difficult problem through state tax ma- 
chinery, since the administrator has not 
dealt with these retailers in the past and 
since there is no probability that naphthas 
are sold for highway use, as there is with 
gasoline. When the definition of gasoline is 
based on use, these products are not pre- 
sumed to be excluded, as they are when the 
definition is by name or by specification, and 
thus an administrative barrier is removed in 
enforcement of the tax or rationing law 
against a dealer blending these products. 

A somewhat similar problem exists with 
regard to products sold as “tractor fuel.” Be- 
cause it is presumed to be used for agricul- 
tural purposes, “tractor fuel’ is not taxed 
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or is subject to refund in many agrarian 
states. Actually, there are two products sold 
as tractor fuel. One is used in low- 
compression motors and is not suitable for 
automobile use; the other is used in modern 
high-compression tractors and in many cases 
is an acceptable motor fuel for use in a 
modern automobile as well. Under the orig- 
inal rationing program, as it applied to the 
Middle West, low-grade tractor fuel was 
rationed as fuel oil rather than as gasoline, 
while high-compression tractor fuel was 
rationed as gasoline. Because of the dissatis- 
faction of some states with this arrangement, 
all tractor fuels were placed under the gaso- 
line rationing program and now require 
gasoline coupons. The new plan, in turn, 
has not proved wholly satisfactory because a 
farmer who obtains an oversupply of cou- 
pons for tractor fuel, whether of the high- or 
low-compression type, can use those coupons 
to buy gasoline for use in his car. This prob- 
lem is now being attacked through the co- 
operative machinery and it is probable that 
an acceptable solution will be found. 

The next difficulty caused by lack of uni- 
formity in state laws is the determination of 
which transfers are taxable. Many states have 
required the tax to be paid by the first li- 
censed distributor who handles the gasoline, 
although it may pass through many other 
hands before it finally reaches the retailer. 
Others have laid the tax on the licensed dis- 
tributor who sells to the retailer and have 
permitted all transfers before that point to 
be tax-free. This provides a further compli- 
cation in applying the rationing program 
uniformly to all the states. The OPA has 
recommended that all states lay the tax on 
the last distributor rather than the first. 

A great deal of thought has necessarily 
been given to the lack of uniformity in re- 
fund or exemption of the tax by the various 
states. Seven states—Alabama, Arkansas, 
Florida, Georgia, Louisiana, Pennsylvania, 
and Utah—allow practically no sales free of 
tax, except those to the federal government. 
Kentucky and Vermont refund the tax only 
on aviation gasoline used for certain pur- 


poses. Kansas, North Dakota, and Oklahoma 
exempt from the tax gasoline sold for almos, 
all non-highway use. The remainder of the 
states tax all gasoline except that sold to the 
United States, but refund the tax to the use 
of gasoline for a varying number of non. 
highway purposes. At first it was thought 
that the control of non-highway ration 
coupons could be tied in with the exemption 
or refund laws of the states. However, j; 
soon became clear that the variations were 
so great, even in the seventeen eastern states 
where rationing was originally introduced, 
that this plan was not feasible. 


New Tax Problems 


~_ rationing program has brought addi. 
tional problems to the tax administrator 
in carrying out his regular work. The most 
obvious of these problems, and one affecting 
every state, is the decline in revenue from 
both motor fuel taxes and distributors’ |i. 
censes which has come as a result of the cut 
in the amount of gasoline sold. Accompany- 
ing this decline have come losses in taxes 
resulting from business failures of taxpayers 
caused by the decline in the consumption of 
gasoline. The reduction in inspection trips 
by automobile has also decreased the effi. 
ciency of field investigation and auditing by 
state gasoline tax agencies. Less vigilant en 
forcement means, almost inevitably, a loss in 
taxes. Many states have reported that tax 
reports have become increasingly inaccurate 
because taxpayers are confused by the rec- 
onciliation reports, especially in those states 
where the tax is based on receipts of gaso- 
line. 

Problems of transportation of gasoline 
and other petroleum products have also 
added to the difficulties of the motor fuel 
tax administrator. States which previously 
received virtually all their gasoline through 
a relatively small number of large deliveries 
by tankers now have a much larger number 
of small deliveries by railway tank car, while 
those which formerly depended upon tank 
cars now receive gasoline by still smaller and 
less easily regulated truck transports. This 
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process has forced the lifting of limitations 
on the size of loads and on hours of delivery 
and has raised many new problems of licens- 
ing transporters. In some instances, particu- 
larly in the gasoline shortage area of the East 
Coast, states have been forced by pooling of 
gasoline supplies to abandon a policy of 
taxing the first sale in the state and all sales 
between licensed distributors, with a result- 
ing weakening of enforcement. 


The Use of the Reconciliation Report 


I’ ORDER to make uniformity possible, the 
consultants developed, prior to the in- 
auguration of the rationing program, a “re- 
conciliation report,” matching the average 
state tax report line by line. The informa- 
tion required on this form, which has be- 
come widely known as OPA Form R 550, re- 
conciles the amount of rationed products 
sold by the distributor with the quantity 
available for distribution reported on the 
tax form. A special instruction sheet was 
prepared for each of the forty-eight states 
describing precisely the way in which Form 
R 550 tied in with the monthly tax report 
required by that state. This, of course, made 
it possible for the taxpayer to fill in his ration 
form with a minimum of difficulty and con- 
fusion. 

The audit control system operates uni- 
formly throughout the country. Coupons, or 
exchange certificates obtained from local 
boards in exchange for coupons, pass from 
the retailer who sells the gasoline and first 
collects the coupons, up to the “licensed dis- 
tributor” or “licensed importer,’ who in 
each state is responsible for reporting and 
paying the tax to the state. The licensed dis- 
tributor is required to file with the state 
gasoline tax agency an extra copy of the state 
tax return, the reconciliation report which 
explains the reason for the difference be- 
tween gallonage available for distribution 
and rationed gallons reported, and, origi- 
nally, a single exchange certificate repre- 
senting coupons for the number of 
rationed gallons sold during the month. 
When the “ration banking” system was in- 
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stalled on a nationwide basis, a certified 
“ration check’’ replaced the exchange ce1 
tificate. Supporting schedules for the items 
on the reconciliation report are aiso re 
quired. 

It is the responsibility of the gasoline tax 
administrator in each state to determine that 
the duplicate tax report is a true duplicate. 
All the material dealing with rationing is 
then sent to the OPA Inventory Unit in 
New York, where the figures are checked for 
accuracy of computation and all discrepan- 
cies are caught and traced down. Those dis 
crepancies which cannot be ironed out by 
the New York office are passed on to the 
main office of the Audit and Control Sec- 
tion, which may ask the state official for fur- 
ther assistance. 

When the office audit or field audit made 
by the state agency reveals errors which di- 
rectly or indirectly affect coupon figures, a 
report is made to the OPA. As a matter of 
fact, the state administrators have done a 
great deal more than this. Prior to the intro- 
duction of rationing a statewide meeting of 
licensed distributors was held in nearly 
every state, at which the principles and prac- 
tices of the rationing program were carefully 
explained. Numerous form letters were sent 
out to distributors explaining reporting pro- 
cedure and requirements. In some cases per- 
sonal calls were made on all distributors in 
the state in order to make sure that they were 
thoroughly acquainted with the rationing 
procedure. In many states a more or less 
complete office audit is made of Form 550 
as an additional voluntary service to the 
OPA. 

A major part of the discussion at the an- 
nual meeting of the North American Gaso- 
line Tax Conference in October, 1942, was 
devoted to the rationing program. The de- 
tails of the program were presented by the 
consultants and by John R. Richards of the 
OPA, former assistant to Joel Dean, who be- 
came the chief of the Gasoline Rationing 
Branch in October. Experience with coupon 
rationing in the East was discussed by a state 
administrator and by a representative of one 
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of the major oil companies. During the con- 
ference individual meetings were held with 
many of the administrators, discussing the 
particular problems expected to arise in 
their states. 


Problems of Audit Control 


I ADDITION to the problems resulting from 
differences in state laws and the impossi- 
bility of providing a uniform rule which will 
be equally satisfactory in all states, the state 
tax officials have faced further difficulties 
which require the expenditure of valuable 
man-hours. By far the largest in number are 
the purely mechanical problems resulting 
from filing of incomplete or incorrect re- 
turns or from the failure to file returns at all. 

In every state a large proportion of the 
first month’s reconciliation reports were in- 
complete, incorrect, or delinquent. Reports 
from administrators in letters and personal 
conferences indicate that the percentage of 
unsatisfactory returns ranged from 50 per 
cent upward. In one case, ninety-nine of the 
first one hundred returns received were in- 
correct. Errors included mistakes in arith- 
metic, items entered on the wrong line, fail- 
ure to execute the form properly, and other 
technical flaws. In many cases the supporting 
schedules required for the reconciliation re- 
port were missing, or the ration checks sub- 
mitted were not certified as the regulations 
require; in some instances it was reported 
that the banks refused to certify them. Cer- 
tification is necessary, since these checks are 
not cleared back to the banks but are re- 
tained by the OPA. A considerable number 
of reports were filed late, apparently because 
the distributors could not perform the neces- 
sary computations for both tax and coupon 
liability in the time usually taken for com- 
puting the tax alone. 

These problems were most common in the 
states which tax the importer on the amount 
of gasoline received by him during the 
month, since the ration reports necessarily 
must be based on the amount sold. Many 
distributors who were not accustomed to re- 
porting opening and closing inventory on 
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the tax report simply used arbitrary inven 
tory figures on the ration report in order to 
make apparent sales coincide with actual 
receipts. Others either were confused by the 
OPA definition of gasoline or took adyan 
tage of loopholes in reporting products 
taxed but not rationed and—more important 
—products rationed but not taxed. States 
with a large number of post exchanges, ships 
stores, and other voluntary associations with 
military personnel found themselves with a 
special problem on their hands. Although 
these organizations must file tax reports and 
pay the tax on gasoline sold for nongovern 
mental purposes, most of them did not file 
reconciliation reports under the rationing 
program. 

The haste with which it was necessary to 
put the rationing program into operation 
and the magnitude of the task undertaken 
appeared to be the cause of the difficulties 
Under the circumstances, the OPA was un- 
able to distribute sufficient information and 
supplies to the local boards, to the distribu- 
tors, to the state tax administrators, or in 
the case of ration banking, to the banks. In 
many cases, as any educator or public ad 
ministrator knows, a large number of repe- 
titions are necessary to make sure the indi- 
vidual understands what he is to do. In in- 
troducing the gasoline rationing program it 
was not possible to provide a sufficient num- 
ber of repetitions to insure this understand 
ing on the part of all who were required to 
file reports. 

It should be pointed out that the program 
of control undertaken by the OPA and state 
tax administrators can be successful only to 
the extent that the number of coupons in 
circulation is consistent with the amount of 
gasoline available and with the actual needs 
of users as determined by rationing regula- 
tions. Stolen coupons, for instance, resulting 
from negligence on the part of local boards, 
can defeat the most careful auditing of the 
gasoline industry. There is another source 
of illicit coupons which can be traced to ig- 
norance or negligence on the part of the 
local boards. In many cases boards have is- 
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sued to licensed distributors bulk and in- 
ventory coupons designed only for bulk con- 
sumers and retailers. These coupons consti- 
tuted an extra supply in the hands of the 
distributors who, if they wished, did not 
then need to collect coupons from the re- 
tailers to whom they sold gasoline. This 
meant that the retailers, in turn, did not 
need to collect coupons from their custo- 
mers. 


Federal-State Cooperation 


N THE solution of the rationing problems 
I the state administrators have done every- 
thing possible within the limitation of their 
budget and available personnel to pass on to 
their taxpayers all the necessary information 
for compliance with rationing regulations. 
They have held special statewide and district 
meetings which were addressed by repre- 
sentatives of the OPA or by men within their 
own departments who were thoroughly 
familiar with rationing problems. Nearly 
every state has assumed a greatly increased 
burden in letter writing and in making per- 
sonal contacts with distributors in order to 
clear up or avoid confusion. One device used 
in nearly every state is a mimeographed 
cover sheet listing the errors it is possible to 
make in preparing the reconciliation report. 
It is then necessary only to check those mat- 
ters which are wrong for a particular report 
and to return the report for correction. 

Examples of the suggestions for improve- 
ment of the rationing control presented by 
the administrators to the OPA are the reso- 
lutions adopted at the 1942 annual meeting 
of the North American Gasoline Tax Con- 
ference calling for a change in the definition 
of gasoline and for a corps of regional liaison 
agents, both of which have resulted in con- 
structive action by the OPA. Another reso- 
lution adopted at the same time called for 
the establishing of an OPA gasoline ration- 
ing enforcement agency composed of ex- 
perienced oil men to cooperate with state 
officials acting against violators of both tax 
and rationing law and regulations. More 
recently, constructive suggestions by state 
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administrators include use of expiration 
dates on all coupons, not merely those for 
private automobiles; different colored cou- 
pons for areas which have different ration 
values; and a separate rationing program 
and reconciliation form for tractor fuel. 

Similarly, the officials of the OPA have 
had certain recommendations and requests 
to make to the states. The most important of 
these relates to the lists of licensed distribu- 
tors in each state who are required to report 
to the OPA. Many states have, in the past, 
licensed for technical reasons companies 
which import and sell little or no gasoline. 
Where there is no tax liability these “li- 
censed distributors” have often not been re- 
quired to file tax reports. They must, how- 
ever, file reconciliation reports for the OPA, 
and this makes unnecessary work for all con- 
cerned. The OPA has therefore requested 
the states, as a wartime emergency measure, 
to suspend the licenses of those who are not 
active distributors of taxed or rationed 
motor fuel. Some states have already taken 
such action. Another matter in which OPA 
has requested state cooperation is uniform 
treatment of company-owned service sta- 
tions. Some states require the station to be 
considered a separate unit, so that transfers 
from the company’s bulk plants to the serv- 
ice stations are taxable; others permit the 
station to be considered a part of the com- 
pany’s wholesale facilities, and tax is due 
only when the gasoline is sold to a consumer. 
Inventories of gasoline in storage by dis- 
tributors in different states are therefore not 
comparable, since some retail inventories 
are included here and excluded there. The 
OPA has requested the states to rule uni- 
formly that a company-owned filling station 
is a separate entity for tax purposes, so that 
uniform tax and rationing accounting may 
be secured. 


Conclusion 


_ administration of the gasoline ration- 
ing program is an example of informal 
voluntary cooperation between govern- 
mental units at the state and federal levels 
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which offers much hope for the future. Al- 
though an arrangement of this sort could 
not be expected to succeed if inaugurated in 
peacetime, habits of cooperation developed 
under the pressure of war needs may carry 
over to make possible successful experiments 
in coordination which otherwise could never 
have been tried. 

One important lesson to be learned is that 
the states can function as successful adminis- 
trative units for a decentralized program of 
economic significance only if they have es- 
tablished a large measure of uniformity in 
their laws and administrative practices. In 
an integrated economy such as ours, few mat- 
ters are of only local concern, and none 
which are statewide stop at state boundaries. 
If the states would retain or regain control 
of such economic conditions and processes, 
they must renounce their individual differ- 
ences in favor of informal cooperative effort. 


REVIEW 


In the federal relationship, as in all govern 
ment, discipline must be assumed from with 
in, or it will be imposed from without. 

The voluntary associations of public of 
ficials of which the North American Gaso. 
line Tax Conference is representative are 
one of the most promising developments in 
the history of American public administra. 
tion, since they provide a means for stimu 
lating cooperative activities and for promot. 
ing a healthy uniformity in all intergovern. 
mental relations. Uniformity of this sort, 
voluntarily undertaken because of the values 
which are seen and understood by the pub. 
lic officials entrusted with doing the job, can 
avoid the evils which may so easily accom 
pany a strait-jacket uniformity imposed 
from above by the power of the federal 
purse. Such associations are the proof of ou 
democracy today and one of its greatest 
hopes for the future. 
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War Administration in Australia 


By E. RONALD WALKER and E. J. B. FOXCROFT 


Department of War Organization of Industry, Australia 





PART from its general interest for the 
student of comparative administra- 
tion, the development of Australia’s 

wartime governmental machinery is worthy 
of study on account of several special fea- 
tures. A brief outline of these aspects will 
provide a useful setting for the review of 
particular administrative changes which 
follow. 

From Australia’s viewpoint the war falls 
into two clearly marked contrasting stages. 
Until the entry of Japan, Australia’s role 
consisted primarily of the supply of troops 
and materials for use in distant theaters. 
Following the fall of Singapore, however, 
Australia faced the threat of invasion and 
had to prepare for large military operations 
on her own soil and in the neighboring is- 
lands. This change in the nature of the 
war from Australia’s point of view brought 
consequent changes in the administrative 
problems confronting the government. 

The transition may be illustrated by re- 
ferring to the different relationships which 
might have arisen between the government 
(we use this term here in its parliamentary 
sense, to refer to the political authorities at 
the head of the administration) and the 
armed forces in the two stages of the war. 
In the “distant war’’ stage the only consider- 
able military forces in Australia were those 
being trained for home defense and those 
being trained for service overseas. Although 
there was some naval action in the Pacific, 
Australian land and air forces were only en- 
gaged in operations under the direction of 
British commanders in Africa, the Mediter- 
ranean, and Europe. Under these conditions 
there was no problem as to the extent to 
which the country’s political leaders should 


control or influence the conduct of actual 
military operations. Some problems of im- 
perial strategy might be discussed between 
the Australian and the United Kingdom 
governments, but the principal decisions 
resting with the Australian government re- 
lated to the size of the forces that should 
be dispatched overseas, the conditions under 
which they were to be associated with other 
British troops, and problems of equipment 
and maintenance. 

However, with the prospect of Australia’s 
becoming a battlefield and with the neces- 
sity for conducting considerable operations 
in the adjacent islands, the Australian gov- 
ernment was confronted by the problem 
which arises in all active belligerent coun- 
tries, namely, the extent to which the con- 
duct of operations should be controlled by 
the government as distinct from its military 
advisers. According to published statements 
by the Prime Minister, it has been the firm 
policy of the Australian government to leave 
all strategic questions to the heads of the 
services, and this policy was reinforced by 
the appointment of General MacArthur as 
Commander-in-Chief of the Allied Forces 
in this part of the world. 

The change from a distant war to a war 
in Australia’s own surroundings also altered 
the problem of economic organization. In 
the earlier stages of the war many of the 
measures taken to control the economic life 
of the community were not substantially dif- 
ferent from those which might be taken in 
a neutral country, such as measures to pre- 
vent profiteering, to assist exporting indus- 
tries to meet wartime conditions, and to 
control foreign exchange dealings. How- 
ever, from the beginning Australia has un- 
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dertaken a program of war production, 
which expanded considerably even before 
Japan's entry into the war. The develop- 
ment of this production program necessi- 
tated the gradual extension of governmental 
control over the economic life of the com- 
munity, particularly in such fields as the 
disposition of essential materials. With the 
entry of Japan into the war and the threat 
of invasion, however, the industrial war ef- 
fort had to be greatly intensified, because it 
was expected that Australia might have to 
rely largely on her own resources while un- 
dertaking operations requiring a far greater 
quantity of equipment and munitions than 
was available in 1941. At the same time the 
strength of the armed forces had to be built 
up very rapidly, and large-scale withdrawals 
of labor from industry were inevitable at the 
very time when production had to be in- 
creased. Also at that time the increase in 
the size of the armed forces and the need to 
build up adequate reserves of clothing and 
processed foodstuffs ate so heavily into avail- 
able production as to cause various shortages 
in the supplies available to civilians, thereby 
necessitating rationing and _ restrictions. 
Moreover, enemy action around the Austra- 
lian coast and the diversion of shipping to 
special war duties raised new and acute 
problems in the field of transport. The eco- 
nomic reorganization of the country has, in 
fact, been responsible for much greater de- 
velopments in the field of government than 
any that arose from the actual conduct of 
military operations. 

The change from a distant war to the “in- 
vasion threat” stage coincided with a change 
in government, the Labor party displacing 
the more conservative coalition of the 
United Australia party and the United 
Country party. Throughout the war the 
Labor party has refused to join with other 
parties in a national government on the 
British model, although there has been an 
Advisory War Council since the first nego- 
tiations for the formation of a national gov- 
ernment broke down in October, 1940. 
(The Council consists at present of five 
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government members and six opposition 
members, Sir Earle Page, a member of th; 

opposition, having been added on his » 

turn from Great Britain last year, after he 
had discharged a mission on behalf of the 
former Coalition government and of the 
present Labor government.) When the wa 
broke out, the United Australia party, with 
twenty-six members and the support of 
seventeen Country party members, consti 

tuted the government, giving an effective 
majority of forty-three out of seventy-eight 
in the House of Representatives. In the 
Senate (the second chamber) the govern. 
ment had seventeen members and three 
Country party supporters out of thirty-six. 
In March, 1940, a United Australia Party— 
Country Party Coalition government was 
formed. Elections were held in November, 
1940, when the government's supporters 
were reduced to thirty-eight in the House 
of Representatives and seventeen in the 
Senate. In the House of Representatives two 
independent members held the balance of 
power and, following the presentation of 
the budget in 1941, these members voted 
with the Labor opposition to defeat the gov- 
ernment, and a Labor government came 
into power in October. By this time, the Fai 
Eastern crisis was acute, and the whole pe- 
riod of office of the Labor government has 
been dominated by the Pacific war and the 
threat to Australian territory. 

The Labor government has not had a 
majority in the Senate, and its majority in 
the House of Representatives has depended 
on the continuous support of the two inde- 
pendent members. This situation would 
have made it impossible for the government 
to proceed very far with the implementation 
of a specific Labor party program even if 
this had been the desire of Labor ministers. 
In fact, the Prime Minister, Mr. John Cur- 
tin, has consistently affirmed that the gov- 
ernment’s sole objective is the defense of 
Australia and the effective prosecution of 
the war. However, the Labor government 
has been more willing to interfere with pri- 
vate business than its predecessor, and this 
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must be attributed at least in part to the 
different political philosophies of the par- 
ties, although the change in the war situa- 
tion is also a factor. The Labor government 
has also enjoyed a greater degree of support 
from the workers than its predecessor and 
has found it easier to introduce measures 
somewhat inconsistent with the traditional 
policy of organized labor. On the other 
hand, it has probably adopted a more liberal 
policy in such matters as working condi- 
tions, women’s wages, and industrial welfare 
than might be expected from the more con- 
servative parties; and, indeed, the opposi- 
tion has at times criticized the government 
as being unduly influenced by the trade- 
union movement. 

Another special feature of war adminis- 
tration in Australia arises from the presence 
in the country of considerable American 
forces and some other Allied units. This 
raises problems of collaboration between 
the forces, not only in actual operations but 
also in the construction of special facilities 
such as aerodromes, camps, stores, and hos- 
pitals, and above all, in the field of supply. 
Special governmental agencies have been 
established to meet these problems. The 
first arrangements for the reception of 
American forces and provision of various 
facilities were made through an Adminis- 
trative Planning Committee directly re- 
sponsible to the Prime Minister, under the 
chairmanship of an opposition member of 
Parliament (the Hon. J. P. Abbott). Subse- 
quently, however, as the tasks became more 
clearly defined, separate bodies were estab- 
lished, such as the Allied Works Council 
and the Allied Supply Council, on which 
Australian ministers and officials sit side 
by side with representatives of the Amer- 
ican forces and American missions to Aus- 
tralia. 

Finally, Australia is a federation in which 
most of the economic powers of government 
remain with the states. The economic pow- 
ers of the Commonwealth under the Con- 
stitution relate to such matters as interna- 
tional and interstate trade, taxation, bank- 
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ing, insurance, and industrial disputes ex 
tending beyond the limits of any one state. 
The exercise of these powers, however, is 
subject to limitations on the power of the 
Commonwealth to interfere with specifically 
state institutions such as state banks, and 
to discriminate between states or parts of 
states. Moreover, Section 92 of the Consti- 
tution affirms that trade, commerce, and 
intercourse among the states shall be “abso- 
lutely free.’ Under this section, certain 
peacetime marketing schemes for dried 
fruits and certain other primary products 
were declared invalid by the High Court. 
However, the Commonwealth naturally 
possesses full power for the naval and mili- 
tary defense of the Commonwealth and of 
the several states, and this defense power 
has, in fact, been used for economic meas- 
ures far beyond the peacetime scope of the 
Commonwealth's powers. The Royal Com- 
mission on the Constitution of 1929 af- 
firmed, on the basis of cases coming before 
the High Court during the last war, that 
“the Commonwealth in time of war was, for 
practical purposes, a unified Government.” 
The principle adopted by the High Court 
in 1915 was that any measure which might 
“conceivably aid the effectuation of the 
power of defense” was valid, and that the 
choice of measures to be adopted was for the 
Parliament and the Executive. The Court 
in the present war has not departed from 
this principle and has emphasized that the 
coordination of national effort and full utili- 
zation of national resources are essential to 
effective defense and that the responsibility 
for defense rests with the Parliament and 
government and not with any court. The 
Court does, however, require to be satisfied 
that there is some connection between the 
legislation and the defense of the country, 
and has, in the case of State of Victoria v. 
The Commonwealth (known as “the public 
servants holidays case’’) declared invalid a 
federal regulation purporting to require 
state governments to pay holiday rates for 
work performed on a day which is in peace 
a holiday for the occasion of the Melbourne 
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Cup. This decision is thought by federal 
officials to indicate that the Court will scru- 
tinize legislation more carefully than hith- 
erto and will require to be satisfied that 
there is a “real connection” with the defense 
of the Commonwealth. 

In the exercise of its supreme powers the 
Commonwealth has established administra- 
tive organizations throughout the states, 
running parallel in some cases with state 
government organizations operating in a 
similar field. This has at times given rise to 
friction. On the other hand, the Common- 
wealth has also made some interesting ex- 
periments in the delegation of wartime 
powers to state governments, illustrations of 
which are given in a later section of this ar- 
ticle. 


Higher Direction of the War Effort 


T HERE are many tasks for government in 
wartime involving varying degrees of 
planning, decision, and routine administra- 
tion, and there is no clear line between the 
higher direction of the war effort and the 
rest of the machinery. But in every country 
there are a group of persons, holding vari- 
ous offices, who are responsible for the major 
policy decisions and large-scale planning. 
Under the stress of war most countries are 
driven to modify not only the personnel of 
this group but also the official relationship 
between the various positions they occupy. 
It is convenient to speak, therefore, of the 
machinery for the higher direction of the 
war effort and to study the experiments 
which are made in various directions. 

In modern war higher direction includes 
the planning of the economic life of the 
community as well as the planning of mili- 
tary operations. An outstanding problem 
in all countries is that of coordination of 
the sectional plans of different authorities. 
In the field of operations there is the prob- 
lem of coordination of the land, air, and 
sea forces—a problem sometimes solved by 
the appointment of a supreme commander. 
In the economic field the problem of coordi- 
nating the activities and plans of different 
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agencies appears to be even more formj 
dable, and the establishment of a supreme 
controlling authority in the economic field 
often turns out to be a solution on paper 
rather than in practice. Even more difficult 
is the problem of securing coordination be 

tween military and economic plans, and 
any conflicts which arise in this sphere rise 
even more readily to the highest level of 
government than do problems of coordina. 
tion within the military and economic 
spheres respectively. Since the resolution of 
such problems may affect the whole course 
of the war, it is difficult to exaggerate the 
importance of the machinery for highe: 
direction. 

To understand Australia’s approach to 
these problems, it must be remembered that 
the machinery of government in Australia 
is in general modeled on the British parlia- 
mentary system, with certain minor modifi- 
cations arising from local conditions. In 
theory, at least, Parliament makes the laws 
and controls their administration, and the 
executive is provided by a cabinet of min- 
isters, all of whom under the Australian con 
stitution must be members of Parliament. 
Below the ministers are the departmental 
heads—in peacetime, permanent members 
of the civil services, but including in war- 
time some temporary officers who are 
brought in for special reasons. Apart from 
the normal departmental organization, 
there are also a host of commissions and 
boards, some having direct access to a min 
ister, others fitting into the departmental 
hierarchy. In wartime some of the commis- 
sions and some of the higher officials inevi- 
tably receive delegated powers comparable 
with the executive powers exercised by min- 
isters. But the ministers with whom these 
executive authorities are associated remain 
responsible to Parliament for the adminis- 
tration of the authorities in question, as 
well as for the administration of their own 
regular departments. 

As in other countries, war conditions 
have increased the amount of delegated legis- 
lation. This takes several forms. First there 
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are regulations made by the Executive 
Council under the National Security Act 
and other acts of Parliament. Then there 
are orders, issued by ministers and officials 
possessing delegated powers, and published 
in the Government Gazette. Finally, there 
are directions issued by various authorities 
which have the force of law, although they 
may not be notified or published in the 
Government Gazette. Parliament retains 
some measure of control over this dele- 
gated legislation, since all regulations, and 
all orders “of a legislative character,” must 
be laid on the table of the House, and any 
regulation or such order may be disallowed 
by motion of either house of Parliament. 
But relatively few regulations or orders have 
in fact been contested in this way, whereas 
in 1942 the total number of regulations 
made was 557 and of orders tabled 7,714. 

As in Great Britain, the responsibility 
for the direction of the war effort is actually 
centered in the Cabinet; and, as in Great 
Britain, the Cabinet is too unwieldly a body 
to deal expeditiously with the day-to-day 
decisions and plans that have to be made. 
With the expansion of governmental acti- 
vity the size of the Australian Cabinet has 
been increased from thirteen ministers to 
nineteen. In contrast to the position in 
Great Britain, all ministers are members of 
the Australian Cabinet and there are no 
ministers without portfolio. 

Mr. R. G. Menzies, who was Prime Min- 
ister at the beginning of the war, followed 
the British practice and established a spe- 
cial War Cabinet to handle all matters re- 
lating to the services and their supplies. The 
War Cabinet has remained the principal 
authority for the higher direction of the war 
effort. Its membership has varied slightly, 
with the Prime Minister, the Treasurer, and 
the ministers for the Army, Navy and Air 
members throughout the whole period. 
Under the Labor government the Cabinet 
has also included the Minister for External 
Affairs (who in the present instance is also 
Attorney-General), the Minister for Supply 
and Shipping, and the Minister for War 
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Organization of Industry, while the present 
Minister for the Navy also holds the port- 
folio of Minister for Munitions. The present 
composition of the War Cabinet thus re- 
flects the growing importance of the indus- 
trial side of the war effort. 

However, it was recognized at the out- 
break of war that the economic problems of 
war would require special attention, and 
simultaneously with the establishment of 
the War Cabinet Mr. Menzies set up an Eco- 
nomic Cabinet, consisting of the Prime Min- 
ister, the ministers for Commerce, Trade 
and Customs, Health, Supply and Develop- 
ment, and Repatriation and Social Services, 
and the Postmaster-General. The Economic 
Cabinet was allowed to lapse, but was resur- 
rected again in June, 1941, as an Economic 
and Industrial Committee under the chair- 
manship of the Treasurer. This second at- 
tempt does not appear to have been any 
more successful than the former Economic 
Cabinet. However, the problem does appear 
to have been solved by the Labor govern- 
ment, which established a similar cabinet 
body under a new name. The name chosen 
was “Production Executive of Cabinet,” in 
imitation of a British cabinet body which 
has already dropped out of the picture. But 
Australia’s Production Executive has out- 
lived its British counterpart and has rather 
broader functions. 

The Production Executive consists of 
the Minister for War Organization of In- 
dustry (Mr. J. J. Dedman) as chairman, the 
ministers for Supply and Shipping, Labor 
and National Service, Trade and Customs, 
Commerce and Agriculture, Munitions, 
Aircraft Production, and Health, and the 
Treasurer. The decisions of the Production 
Executive have the full force of cabinet de- 
cisions, although sometimes matters, after 
being considered by the Production Execu- 
tive, are referred either to the War Cabinet 
or to the full Cabinet for final determina- 
tion. Despite its name, the Production Exe- 
cutive has not in fact taken over from the 
War Cabinet the responsibility for deciding 
on, or executing, specific war production 
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programs. Its principal work has fallen in 
the field of reshaping industry in general 
and particularly in the reorganization of 
what might be called the nonmilitary sec- 
tor of the economy, so as to provide suffi- 
cient resources of labor, materials, and 
equipment to permit the execution of war 
production programs. It has also handled 
the problem of adjusting industry to the 
withdrawal of large numbers of men for the 
services and arranging for the maintenance 
of essential civilian supplies. In the course 
of these duties it has also provided a useful 
body for the coordination of the different 
war production and procurement depart- 
ments at the ministerial level. 

The success of such an experiment de- 
pends partly on the personal relationships 
existing between the member ministers, 
partly on the clarity of their conception of 
the function of the body, and partly on the 
mechanical arrangements for the conduct of 
business and the implementation of deci- 
sions. The latter two factors have been 
greatly strengthened by the arrangement 
under which the Department of War Or- 
ganization of Industry provides the secretar- 
iat for the Production Executive in the same 
way as the Department of Defense provides 
the secretariat for the War Cabinet, the 
Director-General of War Organization of 
Industry (Mr. G. T. Chippindall) being 
chief executive officer of the Production 
Executive, and the Secretary of the Defense 
Department (Mr. G. F. Sheddon) secretary 
to the War Cabinet. The establishment and 
functions of this department are referred to 
in a later section of this article, but it is 
relevant to note here that it is this depart- 
ment which has borne the principal burden 
of planning measures for the reorganization 
of the nonmilitary sector of the war econ- 
omy and for the coordination of the various 
economic and industrial departments. Its 
secretarial services to the Production Exec- 
utive have undoubtedly provided an ini- 
tiative, cohesion, and continuity which were 
lacking in previous attempts to establish an 
Economic Cabinet. There is now every rea- 
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son to believe that the Production Execy 
tive will remain a permanent part of the 
machinery for the higher direction of the 
war effort. 

From time to time there are, of course. 
special subcommittees of ministers dealing 
with specific matters of the utmost impor. 
tance, and some of these subcommittees a; 
tain a sufficient degree of permanence to 
be regarded as part of the machinery fo; 
the higher direction of the war effort. Per. 
haps the most important (apart from the Al. 
lied Supply Council, which presents spe 
cial characteristics) is the Manpower Sub 
committee of the War Cabinet, which, with 
the assistance of an interdepartmental com 
mittee of officials, in 1942 provided the go\ 
ernment for the first time with a balance 
sheet of the manpower resources of the na 
tion and the various commitments which 
had been undertaken. The Minister for Wa: 
Organization is chairman of this committee 
as well as of the Production Executive. The 
Allied Supply Council, under the chairman. 
ship of the Minister for Supply and Ship- 
ping (Mr. J. A. Beasley), may almost be 
regarded as a permanent cabinet body deal- 
ing with the organization of demands from 
the Australian and Allied Services and the 
initiation of production to meet these de- 
mands. On paper there might appear to be 
danger of overlapping between the Allied 
Supply Council and the Production Execu- 
tive, but the common membership of sev- 
eral ministers on the two bodies facilitates 
agreement as to the appropriate authority 
to deal with specific matters. A distinctive 
feature of the Allied Supply Council is that 
its membership includes not only Australian 
ministers but also representatives of the 
American forces. 

There are, of course, a host of coordinat- 
ing and planning bodies at the departmental 
level, consisting of officials of different de- 
partments and agencies. Some of these de- 
partmental committees deal with matters 
of such importance that they must be re- 
garded as part of the machinery for the 
higher direction of the war effort. For in- 
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stance, the Defense Committee consists of 
the chiefs of staff of the three services, the 
Director-General of Munitions, and the 
Secretary of the Department of Defense. 
Again, the Allied Supply Council and the 
Manpower Committee of the War Cabinet 
have both been assisted by standing commit- 
tees of departmental officers attached to 
them. 

The line between cabinet or ministerial 
committees and departmental or officers’ 
committees is not always observed. For in- 
stance, important planning and coordina- 
tion in relation to service and civil require- 
ments is undertaken by the Australian Food 
Council, of which the Minister for Supply 
and Shipping is the chairman, while the 
other members are official representatives 
of different departments and the services, 
together with representatives of the Amer- 
ican forces, the British Food Mission, and 
the New Zealand government. Again, the 
recently established War Commitments 
Committee, consisting of the Director- 
General of Manpower as chairman (Mr. W. 
C. Wurth, also chairman of the New South 
Wales Public Service Board), the chiefs of 
staff of the three services, the Director-Gen- 
eral of Munitions, the Director-General of 
Allied Works, the chairman of the Allied 
Supply Council Standing Committee, and 
the Director-General of War Organization 
of Industry, is directly responsible to and 
is sometimes chaired by the Prime Minister. 
The relationship between this committee 
and the Manpower Subcommittee of the 
War Cabinet has not yet been clarified; but 
the War Commitments Committee appears 
to have replaced the larger and more repre- 
sentative departmental committee which 
previously assisted the Manpower Subcom- 
mittee. It is concerned with the allocation of 
the available manpower between the three 
services and war industry—matters on which 
a wrong decision might mean the loss of a 
campaign. The Clothing Council, which 
exercises coordinating and planning func- 
tions somewhat similar to those of the Food 
Council in its own field, is an interdepart- 


mental committee of officers but is occa- 
sionally chaired by the Minister for War 
Organization of Industry. 

Another important committee, on which 
American forces are represented, is the Al- 
lied Works Council, which has planned and 
largely completed an enormous program of 
aerodromes, roads, camps, hospitals, and 
similar constructional jobs. The chairman 
is the Hon. E. G. Theodore, who is Director- 
General of Allied Works. Priorities are al- 
lotted to specific projects by a special sub- 
committee of the Service Chiefs of Staff 
Committee. 

Each of the bodies mentioned above may 
be fairly classed as a portion of the machin- 
ery for the higher direction of the war ef- 
fort, although some are also involved in the 
implementation of policy and in advice to 
higher authorities, as distinct from the de- 
termination of high policy. Various other 
bodies, such as the Financial and Economic 
Advisory Committee (consisting of econo- 
mists from various departments), may also 
be said to participate in the formulation of 
high policy on occasion, but this may be 
true at some time of almost any of the spe- 
cial agencies to be described in the next 
section. 


Special Departments and Agencies 


Tr Is not intended to present a complete 
I catalog of the many special agencies estab- 
lished in Australia for war purposes. Atten- 
tion will be confined to the major develop- 
ments and to the needs they were designed 
to meet. Space will not permit even a sum- 
mary description of the functions of all the 
authorities mentioned. In many cases, how- 
ever, the name of the department or agency 
indicates its general purpose; further com- 
ment or description will be offered where 
this is not the case or where the authority 
presents some unusual characteristics. 

In Australia, each ministerial portfolio 
carries with it as a general rule the control 
of a department. Exceptions to this rule have 
tended to be only temporary. For instance, 
there was a Ministry of Munitions for a pe- 
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riod in 1940 without any separate Depart- 
ment of Munitions, but this was a transition 
stage between the former Department of 
Supply and Development and the two pres- 
ent departments of Supply and Munitions. 
Another example is the Ministry for Social 
Services, which had no separate department 
until toward the end of 1941. 

There are several instances of the com- 
bination of two or more departments under 
a single minister, but in this case the min- 
ister holds several portfolios. For example, 
at present the Prime Minister is also Min- 
ister for Defense, the Attorney-General is 
also Minister for External Affairs, the Min- 
ister for the Navy is also the Minister for 
Munitions, the Postmaster-General is Min- 
ister for Information, and the Treasurer is 
also Minister for Post-War Reconstruction. 
Concentration of portfolios in the hands of 
a single person does not necessarily reflect 
the extent of the minister's responsibilities. 
In some cases a single department comprises 
several branches and commissions which 
may not be more closely related with each 
other than with other departments, and in 
such cases the departmental responsibilities 
associated with a single portfolio may be ac- 
tually broader than those associated with 
two or three other portfolios. An outstand- 
ing example is the Department of Trade 
and Customs, which now embraces the 
largely autonomous Prices Branch, Divi- 
sion of Import Procurement, and Ration- 
ing Commission, in addition to its normal 
peacetime organization. 

Before the war there were thirteen fed- 
eral departments, namely, the Prime Min- 
ister’s Department, the Treasury, the At- 
torney-General’s Department, the depart- 
ments of Defense, External Affairs, Com- 
merce, Interior, Trade and Customs, Indus- 
try, Health, Civil Aviation, Repatriation 
and Social Services, and the Postmaster- 
General's Department. As the war has de- 
veloped, new departments have been estab- 
lished, in some cases as completely new or- 
ganizations, but more frequently by cutting 
off and expanding appropriate sections of 
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existing departments. In other cases exis. 
ing departments have had attached to them 
new organizations which might conceivably 
have constituted separate departments. 
The department which has undergone 
the most extensive proliferation through 
the process of amputation and further de. 
velopment of certain sections is the Depart 
ment of Defense. Already in June, 19309, be. 
fore the outbreak of war, the Department 
of Supply and Development was established 
to control the production and supply of mu- 
nitions and aircraft, to supervise the estab. 
lishment and extension of industries for de. 
fense purposes, to survey the industrial 
potential of the country, and to prepare 
plans for its effective use in the event of war. 
Hitherto, these functions—on a_ smaller 
scale—were part of the responsibility of the 
Defense Department. However, the Depart. 
ment of Supply and Development also took 
over from the Prime Minister’s Department 
the work previously done by the latter de- 
partment’s Development Branch. In Octo- 
ber, 1939, three separate service departments 
for the Army, Navy, and Air Force were es- 
tablished out of the corresponding branches 
of the Defense Department, and the re- 
mainder of the department was made into a 
Department of Defense Coordination. 
Later, the manufacture of aircraft began 
to loom large in Australia’s war program, 
and in March, 1940, an Aircraft Production 
Commission was established under the Min- 
ister for Supply and Development. In June 
of the same year a separate Ministry of Mu- 
nitions was established and a_ Director- 
General of Munitions appointed with far- 
reaching powers and authority to incur 
expenditure. Although the Munitions Di- 
rectorate was at first linked with the Depart- 
ment of Supply for administrative purposes, 
in due course a separate Department of Mu- 
nitions was established. The dividing line 
between Supply and Munitions appears to 
have been the outcome of a rather rude sur- 
gical operation. In general, the Munitions 
Department deals with the weapons of war 
and chemicals and engineering, while the 
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Supply Department deals with food, cloth- 
ing, and other stores for the services. There 
are, of course, problems of delimitation, and 
the solutions adopted are not always those 
that appear most obvious to the outsider. 
For instance, the control of mining rests 
with the Department of Supply, while the 
control of iron, steel, and other mineral 
products—but not tin plate—rests with 
Munitions. 

Under the Director-General of Munitions 
were established a number of directorates 
covering the major divisions of production, 
namely, Gun Ammunition, Ordnance Pro- 
duction, Explosives, Machine Tools and 
Gauges, Materials Supply, Armored Fight- 
ing Vehicles, Radio and Signal Supplies, 
Electricity Supply, Finance, Labor, and 
Locomotive and Rolling Stock Construc- 
tion. From the Labor Directorate was sub- 
sequently developed, toward the end of 
1941, a new Department of Labor and Na- 
tional Service, a stage having been reached 
where the supply of labor to the munitions 
industry could no longer be separated from 
the general problem of organizing the labor 
resources of the nation. 

The Aircraft Production Commission re- 
mained with the Department of Supply and 
Development until June, 1941, when it was 
replaced by a separate Aircraft Production 
Department. Early in 1942 the department 
was reorganized, and, although it retained 
its separate identity, the Director-General 
of Munitions became also Director-General 
of Aircraft Production. This arrangement 
was intended to provide the necessary co- 
ordination between the two departments, 
which might otherwise come into competi- 
tion for scarce materials and skilled labor. 
The Ship Building Board was also asso- 
ciated with the Department of Munitions 
for similar reasons. 

Two other departments for which the 
Defense Department provided a nucleus 
were the Department of Home Security, 
which included among its functions air raid 
precautions, and the Department of Trans- 
port. The latter does not include shipping, 
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which remained with the Department of 
Commerce until late in 1942, when it was 
transferred to the Department of Supply, 
which became the Department of Supply 
and Shipping. The Department of War Or- 
ganization of Industry, for reasons explained 
below, is also interested in the administra- 
tion of transport and exercises certain func- 
tions in relation to freight priorities. 

The new departments discussed above 
were built on to sections of existing depart 
ments. An opposite process has been the 
addition of new agencies to existing depart 
ments, even where the new agencies might 
conceivably have formed a separate depart- 
ment. The first example of this kind was the 
Prices Branch established in the first weeks 
of the war under the Minister for Trade 
and Customs. Although the Prices Branch 
comes under the Department of Trade and 
Customs “for purposes of administration,” 
in practice the Prices Commissioner (Pro- 
fessor D. B. Copland) is responsible direct 
to the minister and is in no way under the 
control of the Department of Trade and 
Customs so far as policy is concerned. The 
Division of Import Procurement, also estab- 
lished in the Department of Trade and Cus 
toms, is concerned with lend-lease opera- 
tions; and although its work is more closely 
related to the import control normally asso- 
ciated with Trade and Customs, the division 
is practically an autonomous department. 
The Rationing Commission appears to have 
been attached to the Department of Trade 
and Customs, because in the early stages 
it was thought that the Division of Import 
Procurement might be concerned with ra- 
tioning of imported goods. However, the 
administration of the Rationing Commis- 
sion is to all intents and purposes entirely 
distinct from the rest of the Department of 
Trade and Customs and presents some novel 
features. While the general administration 
of rationing is in the hands of a Director of 
Rationing, he is responsible to a commis- 
sion consisting of three members of the fed- 
eral Parliament, and the commission is in 
turn responsible to the minister. 
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Another example of what is practically an 
independent department being attached to 
an existing department is the Manpower 
Directorate. The Department of Labor and 
National Service, which deals with indus- 
trial relations (apart from arbitration, 
which remains with the Attorney-General’s 
Department), industrial training, and in- 
dustrial welfare, originally set out ‘to estab- 
lish a national employment service. This 
involved difficulties in view of the fact that 
the state governments had systems of labor 
exchanges, developed to varying degrees in 
different states. At the same time, the con- 
trol of recruitment for the services, through 
the reserved occupations list, was adminis- 
tered by the Department of Defense, al- 
though the actual enlistment of men who 
were eligible for service remained with the 
various services. There was obviously need 
to coordinate the government’s policy as to 
which industries were to be allowed to lose 
labor by recruitment into the services with 
the government’s policy as to the distribu- 
tion of labor between industries. Accord- 
ingly, a Manpower Priorities Board was 
established in the Department of Labor and 
National Service. This board was to advise 
the government on modifications of the list 
of reserved occupations and similar matters, 
while leaving the administration of exemp- 
tions from service in the hands of the exist- 
ing manpower organization. This was ob- 
viously a compromise, and when the Labor 
government took office in October, 1941, it 
was concerned over the apparent multiplic- 
ity of authorities operating in the manpower 
field. One of the first proposals of the newly 
appointed Minister for War Organization 
of Industry (whose functions are referred 
to below) was for the establishment of a 
single manpower authority. The govern- 
ment accordingly appointed a Director- 
General of Manpower under the Minister 
for Labor and National Service, early in 
1942. Although there is need for close co- 
ordination between manpower policy and 
that of the other sections of the Department 
of Labor and National Service, the Director- 


General of Manpower is directly respon. 
sible to the Minister for Labor and Nationa! 
Service and is in no way under the contro| 
of the Department of Labor and Nationa] 
Service. Admittedly, close collaboration be. 
tween the Manpower Directorate and the 
Department of War Organization of Indus. 
try 1s equally necessary. 

In the early stages of the war the Depart- 
ment of Commerce, which was concerned 
particularly with Australia’s export indus. 
tries, by a natural extension of functions 
undertook the administration of various ac. 
quisition schemes and imperial purchase 
schemes for Australia’s exports. In general, 
the department utilized the method already 
favored in peacetime, namely, the establish. 
ment of committees and boards consisting 
of, or at least including, representatives of 
producers and traders in the commodities 
affected. Toward the end of 1942, however, 
a Director-General of Agriculture was ap- 
pointed within the Department of Com. 
merce to be generally responsible for agri- 
cultural organization and production, while 
marketing functions remained with the 
existing organization of the Commerce 
Department. This development is too re- 
cent to be fully appraised. 

Three departments have been estab- 
lished, each of which may be regarded as sui 
generis. The first was the Department of 
Information, inspired by the example of the 
British Department of Information. This 
department has never grown to the full di- 
mensions of a department of propaganda, 
and there are strong forces operating to con- 
tain it to modest dimensions. 

The next special department to be estab- 
lished was the Department of War Organi- 
zation of Industry, which was set up nomi- 
nally in June, 1941, but not actually organ- 
ized until Labor came to power in October, 
1941. This department, as already men- 
tioned above, provides the secretariat for 
the Production Executive of the Cabinet, 
and, apart from this, has two principal func- 
tions: (a) to plan measures for the reorgani- 
zation of the nonmilitary sector of the war 
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economy and (b) to secure the greatest pos- 
sible coordination of the various depart- 
ments concerned with economic and indus- 
trial matters. It is thus primarily a planning 
and coordinating department and not a 
procurement department. As far as possible, 
its plans for the reorganization of industry 
are implemented through existing depart- 
ments and agencies, although a number of 
particular restrictions, including building 
control and the control of new manufac- 
tures, are being administered by the depart- 
ment. The department also works as far as 
possible on a voluntary basis with industry, 
and has secured the adoption of rationaliza- 
tion plans in a wide range of industries. It 
has also introduced prohibitions on nones- 
sential manufactures and has imposed sim- 
plification in many products. 

In view of its coordinating function, its 
wide contacts with industry, and its rela- 
tionship to the Production Executive, this 
department has come to be regarded as the 
principal source of advice on the essentiality 
of various branches of industry for purposes 
of manpower, materials supply, and other 
controls. In recognition of this function of 
determining essentiality, the department 
was also chosen to administer a list of pro- 
hibitions on interstate transport. The view 
was taken that the respective transport au- 
thorities were concerned with carrying as 
many goods as possible but not with decid- 
ing which goods should be excluded from 
transport when freight space was short or 
which parts of Australia should be self- 
sufficient in certain commodities. This re- 
sponsibility, it was agreed, was one for War 
Organization of Industry. 

Another function of the department, 
which is becoming increasingly important, 
is the investigation of civilian shortages and 
the initiation of action, when possible, to 
maintain production of essential commodi- 
ties at a level adequate for the bare needs of 
the civilian population. It does so in part 
by coordinating the work of the produc- 
tion and procurement departments, which 
largely control production and importation. 


The interests of the department are not 
confined to manufacturing industries. It 
has a special Rural Industries Division 
which investigates the possibility of reor- 
ganizing various agricultural and pastoral 
industries, particularly where production 
is in excess of wartime requirements or 
where labor and resources are being ab- 
sorbed in operations that are not essential. 
The department also seeks to rationalize 
service industries, such as banking (five 
hundred bank branches have been closed, 
mostly in towns where there are several 
banks) and retail trade—the latter in the face 
of considerable opposition. Linked with the 
department are the newly established Scien- 
tific Liaison Bureau (the Minister for War 
Organization of Industry being also in 
charge of the Council for Scientific and In- 
dustrial Research) and the Universities 
Commission, which administers a system of 
allowances to selected students following 
courses related to the war effort. 

The coordinating activities of the depart- 
ment cannot be briefly described. Evidence 
of their extent is provided, however, by the 
important role which the department plays 
in various interdepartmental committees. 
It plays a prominent part in the work of 
the Food Council, having provided it with 
statistical and economic advisory services 
for a considerable period and finally trans- 
ferring a complete section of the Food Coun- 
cil secretariat. It provides the secretariat 
for the Clothing Council, and is represented 
on the Allied Supply Council, the Allied 
Works Council, the War Commitments 
Committee, the Financial and Economic 
Committee, the Reconstruction Housing 
Commission, the Standing Committee of 
the Agricultural Council, and many other 
authorities of this type, as well as boards con- 
trolling particular industries. 

The latest new department to be estab- 
lished is the Department of Post-War Recon- 
struction. A small Research Division for the 
study of reconstruction problems had been 
included in the Department of Labor and 
National Service, and this division supplied 
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some of the personnel of the new Post-War 
Reconstruction Department. However, to 
all intents and purposes the department may 
be regarded as an entirely new one, and it is 
proceeding to establish specialized commis- 
sions for various aspects of reconstruction. 
The appointment of a Rural Reconstruc- 
tion Commission and a Housing Recon- 
struction Commission has already been an- 
nounced, and it is expected that other simi- 
lar commissions will be set up before long. 

In and around the departments have 
sprung up an army of controllers, boards, 
and committees, controlling commodities 
or whole industries. For instance, in the 
Munitions Department we find, among 
others, a Controller of Timber, and a Con- 
troller of Electricity Supply. In the Depart- 
ment of Supply are the controllers of Foot- 
wear, of Clothing, and of Woollen and 
Knitted Goods, the Oil Board, the Liquid 
Fuel Control Committee (which rations 
gasoline), the Tin Plate Board, and the Flax 
Production Committee, to mention but a 
few. Associated with the Department of 
Commerce are the Central Wood Commit- 
tee, the Wheat Board, the Barley Board, the 
Potato Committee, the Hides and Leather 
Board, the Dairy Produce Board, and many 
more. 

The business man or, above all, the citi- 
zen, is often bewildered by the multiplicity 
of authorities and skeptical of their value. 
If he wants an alarm clock, he must get a 
permit from the Department of Supply; if 
he has an exceptionally large son, he must 
go to the Rationing Commission for extra 
coupons; if he wants to send certain goods 
interstate, he must get a permit from War 
Organization of Industry; he must see the 
Division of Import Procurement about 
paper and the Munitions Department about 
roofing iron; and often he trudges from one 
department to another. 

Undoubtedly a more logical distribution 
of functions between departments could be 
worked out, and a simple structure of con- 
trols could be established. But there is no 
prospect of more than minor rectifications 
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in wartime, since a general reorganization 
would cause great confusion. Moreove 
since in peacetime the importance of a de 
partment tends to be judged by the numbe; 
of its personnel and the range of its fung. 
tions, wartime developments create vested 
interests, even though the allocation of , 
particular function to a department may 
have been largely accidental. It is safe to say 
that post-war problems will demand con. 
siderable modifications in organization, and 
the hope may be expressed that advantag 
will be taken of this opportunity for a gen 
eral review of the distribution of functions 
with a view to a general overhaul of the ad 
ministrative machinery of government. 


Problems of Devolution 


ee is an even more important fac. 
tor in Australian administration than 
in the United States. It is as far by railroad 
from Canberra (the capital) to Perth in 
Western Australia, as it is from Washington, 
D.C., to San Francisco; and the distance 
from Canberra to Cairns in Queensland is 
half again as great as from Washington to 
New Orleans. And Australia’s population 
is sparser. To make things worse, the trans. 
fer of federal departments from Melbourne 
to Canberra had not been completed when 
war broke out; for instance, the service de. 
partments, Munitions, Supply, and War Or 
ganization of Industry all have their head 
offices in Melbourne, while the Prime Min- 
ister’s Department, the Treasury, and the 
Attorney-General’s Department are in Can- 
berra. Two important wartime authorities, 
namely, the Manpower Directorate and the 
Division of Import Procurement, actually 
have their headquarters in Sydney. Some de- 
partments, such as Commerce and Agricul- 
ture, Labor and National Service, and Post- 
War Reconstruction, almost attempt to be 
in two or three places at once. 

From Canberra to Sydney means a night 
in the train, or from five to seven working 
hours; from Melbourne to Canberra or Syd- 
ney means a night in the train at least, while 
the journey from either of these cities to 
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Melbourne takes the greater part of a morn- 
ing in addition. Cabinet meetings and im- 
portant interdepartmental conferences are 
held in any of these three cities; and, on 
these grounds alone, an excessive amount of 
traveling is required of ministers and senior 
officials alike. There are two compensations. 
First, the train provides an informal meet- 
ing place and to this extent assists the proc- 
ess of coordination. Second, the frequent 
visits to the other cities offset the tendency 
for departments to be dominated by the 
Melbourne, Sydney, or Canberra point of 
view, and keep heads of departments in per- 
sonal touch with some of their branches. 
No doubt these ends could be achieved 
otherwise, however, than as mere by-prod- 
ucts of rushed visits on other business. 

Every important federal agency is con- 
fronted with the problem not only of select- 
ing its headquarters but also of arranging 
for appropriate representation, and perhaps 
organization, in each of the six states, and 
sometimes at more than one point in the 
state. (Cairns is about as far from Brisbane, 
the state capital, as Brisbane is from Mel- 
bourne; say, the distance from Chicago to 
Boston.) The natural question to ask is 
whether the matter is one that can be ap- 
propriately delegated to the state govern- 
ments. In state government circles, both 
political and official, it has been felt that far 
greater use could be made of state organiza- 
tions, and that Commonwealth ministers 
and officials have been too ready to set up 
organizations which duplicate state organi- 
zations, or which could better be developed 
as extensions of existing state agencies. As 
against this there have been difficulties, at 
the political level, owing to the different 
party complexions of different state govern- 
ments; while federal officials have not felt 
satisfied that administration through state 
agencies would be uniformly efficient or 
free from political influence. 

However, there are a number of instances 
in which state organizations have been used 
to implement federal policies. Air raid pre- 
cautions provide an outstanding example. 
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The states have been given powers to order, 
after consultation with the military authori- 
ties and the Home Security Department, a 
total or partial blackout, and to make other 
necessary provisions for civil defense. The 
training of ARP workers and the organiza- 
tion of various emergency services have been 
enthusiastically undertaken by the states, 
while the federal Department of Home Se- 
curity has provided technical assistance and 
advice. 

Another striking example is provided by 
the emergency supplies scheme instituted 
by the Department of Commerce, which 
was designed to maintain security stocks 
of various foodstuffs at appropriate points 
throughout the country, in case of transport 
dislocation or large-scale movements of 
population resulting from evacuation of 
dangerous areas. This scheme required con- 
siderable local knowledge and could hardly 
have been implemented without the state 
governments’ assistance. Under the regu- 
lations, the federal Minister for Commerce 
prescribes the commodities to be stored and 
controls any necessary movement interstate; 
the states establish administrative authori- 
ties for their own regions, operating under 
delegated federal powers which control the 
security stocks held by wholesalers and re- 
tailers. These arrangements are supple- 
mented, at certain points, by the federal 
government's own stock piles. 

Gasoline rationing is also administered, 
under federal control, through the state 
road transport authorities; and railway 
travel priorities and transport prohibitions 
have to be implemented through the state 
railway departments, which control most 
of the railways in Australia except the trans- 
continental line to Western Australia. 

Wartime agricultural administration has 
presented special difficulties, agriculture be- 
ing normally a prerogative of the state gov- 
ernments. The Agricultural Council, con- 
sisting of state ministers and the federal 
Minister for Commerce, backed by a stand- 
ing committee of officers, provides a forum 
for discussion and formulation of an Aus- 
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tralia-wide policy; but it depended for its 
success, in peacetime, on voluntary agree- 
ment. In wartime many policy matters are 
decided by the Australian Food Council and 
by the Production Goals Committee, which 
are purely federal bodies. The Common- 
wealth has also embarked on the long task 
of developing a federal Department of Agri- 
culture which will give a lead to the states 
and coordinate their policies. It is expected 
that the Director-General of Agriculture 
will rely for some time on the technical serv- 
ices of the states. However, the Common- 
wealth is vitally concerned, under war con- 
ditions, in the actual working out of its 
policy throughout the countryside and in 
seeing that rural manpower and other re- 
sources are pooled on a district basis. Con- 
sequently, the Commonwealth is providing 
finance for the establishment of district agri- 
cultural committees, which are being organ- 
ized by the state departments. These com- 
mittees will provide, on the one hand, an 
information service on local conditions and, 
on the other, local machinery for the or- 
ganization of agriculture. Thus an adminis- 
trative structure is emerging, with the fed- 
eral Director-General of Agriculture at the 
top, district committees at the bottom, and, 
in between, the state departments, united 
in the standing committee. 

The War Production and Procurement 
departments, on the other hand, have found 
it necessary to establish their own state or- 
ganizations. The Munitions Department 
has in each state a board of area manage- 
ment, while the Department of Supply has 
district contract boards. Theoretically, it 
would be possible for such departments re- 
quiring an Australia-wide organization to 
adopt a different regional division and to 
ignore state boundaries. However, apart 
from the tradition followed by the Post Of- 
fice and other federal departments operating 
in all states of establishing branches in each 
state, there is the fact that the industrial life 
of Australia is largely centered round the 
various state capitals, and this makes the 
division along state lines appropriate for 
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the organization of most Commonwealth 
departments. 

When the Prices Branch was established 
deputy prices commissioners were ap- 
pointed in all states, and the selection of 
personnel was made on the nomination of 
state governments. The expenses of the state 
offices are shared between the Common 
wealth and the state governments, and in 
some cases the state governments have im 
posed additional duties on the deputy prices 
commissioner within his own state. Ip 
Queensland, for instance, the first Deputy 
Prices Commissioner already held the of 
fice of Prices Controller operating under 
state law. As the war developed, however, 
the Commonwealth's activities in this sphere 
increased, and the deputy commissioners 
have tended to concentrate on investiga. 
tions, while the determination of prices 
rests generally with the head office in Can. 
berra. 

The Department of War Organization of 
Industry, the Directorate of Manpower, and 
the Rationing Commission have all estab- 
lished branches in every state, and to a vary- 
ing degree have built on to existing state 
organizations. For instance, in three states 
the Deputy Director of War Organization 
of Industry is a state official who continues 
to carry out certain duties for the state gov- 
ernment. A similar practice has been fol- 
lowed in several states by the Manpower Di- 
rectorate. The Rationing Commission, 
which had to build its state organization 
very rapidly, obtained considerable assist- 
ance from the state committees previously 
established in connection with the emer- 
gency supplies regulations referred to above. 

It is worth noting that several depart- 
ments which have their head office in one 
of the state capital cities make a point of 
establishing a separate state branch in the 
same city, as well as in the other states. This 
is intended to prevent the head office from 
being unduly influenced by conditions in 
the state in which it is located. 

The state governments have played a 
minor role in the higher direction of the 
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war effort. Premiers’ conferences have con- 
tinued to meet from time to time, and the 
Australian Loan Council, consisting of the 
commonwealth and state governments, has 
carried through a gradual contraction of 
civilian public works in order to release 
labor and materials for defense work. How- 
ever, the extension of the Commonwealth's 
activities under its defense powers has un- 
doubtedly increased its influence over the 
state governments, and their independence 
has been further weakened by the unifica- 
tion of the income tax. Under its war pow- 
ers the federal government is now the only 
authority imposing income tax, the states 
receiving compensation from the federal 
government for the temporary loss of this 
field of taxation. 


Coordination 


pees has already been made to the 
coordinating function of various bod- 
ies associated with the higher direction of 
the war effort, and, indeed, securing co- 
ordination is an important part of higher 
direction. But the problem runs through all 
levels of administration and is especially im- 
portant where the powers of various agen- 
cies are being rapidly extended to meet new 
problems. Absence of coordination reveals 
itself in overlapping of activities, inconsist- 
ent policies, and sometimes open conflicts 
between different agencies. Completely suc- 
cessful coordination is achieved only when 
all agencies operate harmoniously in a com- 
mon plan. This is difficult enough to attain 
even within an organization subject to a 
single direction. 

Where there are many authorities, each 
operating under their own delegated pow- 
ers, experience suggests that three condi- 
tions are necessary for coordination: (1) the 
existence of a common plan; (2) willing- 
ness on the part of administrators to accept 
limitations on their own freedom of action 
where this would imperil the achievement 
of other sections of the plan; (3) facilities 
for consultation between different agencies. 

The first condition is difficult to achieve 


on account of the dynamic nature of mod- 
ern warfare, with its continually changing 
technology and strategic needs. It is inevi- 
table that production programs and other 
projects should be added to in a piecemeal 
fashion; and the consideration of the merits 
of individual proposals tends to occupy so 
much time and energy that the task of re- 
viewing the whole program and its implica- 
tions may easily be neglected. Since almost 
every new project, considered on its own, 
can be made to appear necessary either to 
meet a new threat from the enemy or to ob- 
tain a new advantage over him, the total 
program at any time may contain numerous 
projects which are inconsistent with each 
other in the sense that each assumes access 
to materials or manpower which are in lim- 
ited supply and which can only be diverted 
to one project at the expense of other proj- 
ects. 

One of the most significant developments 
in Australia in 1942 was the attempt made 
by the departmental committee associated 
with the War Cabinet Sub-Committee on 
Man Power to estimate the total require- 
ments of the services, of war production, 
and of essential civilian industry, and to 
weigh these requirements against the avail- 
able labor force of the nation. Logically, this 
review of commitments and resources avail- 
able to meet them should have been under- 
taken much earlier, and, in the develop- 
ment of the war effort, every new major 
project should have been considered in re- 
lation to such a comprehensive picture. Ap- 
parently, the review of future new propo- 
sals in relation to the total plan is to be the 
responsibility of the recently established 
War Commitments Committee. Another 
body that has wrestled with the problem of 
obtaining an all-over view of the govern- 
ment’s war program is the Allied Supply 
Council, which has undertaken the consoli- 
dation of the procurement programs of the 
various services and other government au- 
thorities. 

The labors of such bodies as these have 
assisted the government to gain a perspec- 
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tive of its own commitments and to this ex- 
tent have contributed to the formulation of 
a common plan. However, the common plan 
should also cover methods of bringing about 
the necessary transfers of resources from 
peacetime employments to specific war 
tasks. For perfect coordination a general 
understanding of the nature of war econo- 
mics would be required, not only at the 
highest levels of government but also 
throughout the whole administrative ma- 
chine. While it is not possible to point to 
any determined attempt to spread an un- 
derstanding of the elements of war eco- 
nomics throughout Australia’s war adminis- 
tration, and while inconsistent explanations 
are sometimes given by different govern- 
mental agencies of what the government is 
trying to achieve, there is some evidence 
that the coordinating and planning work 
of the Department of War Organization 
of Industry is indirectly contributing to a 
wider appreciation of the fundamentals of 
war economics. 

The second condition necessary for co- 
ordination, namely, willingness to be co- 
ordinated, depends in part on the first. In 
the absence of any recognized plan it is pos- 
sible, with the best will in the world, for 
individual agencies to press on with activi- 
ties which impinge on the activities of other 
agencies and cause embarrassment and ap- 
parent conflict. Apart from this problem, 
however, there is also the natural tendency 
of executives charged with a particular re- 
sponsibility to move heaven and earth to 
see their own particular job through with- 
out very much regard to the indirect effects 
of their activities upon the work of other 
agencies, for which they are not personally 
responsible. All countries report instances 
of competition between independent pro- 
curement authorities for control over the 
labor, materials, and other productive 
equipment necessary for the completion of 
their programs. No ready solution of this 
problem can be suggested, but the most 
hopeful line of attack appears to be to sup- 
plement the establishment and general ap- 


preciation of a common plan with the culti. 
vation of those personal contacts which are 
necessary for the third condition under} ing 
successful coordination. | 
This third condition is the provision of 
adequate facilities for consultation between 
different agencies. Many of the interdepart- 
mental bodies already mentioned in the 
course of this article provide the necessary 
contacts, and considerable use is made of 
special ad hoc committees and conferences. 
Still better coordination could be achieved, 
however, if senior officials could afford to 
devote more time to meetings of such com- 
mittees. Too many committees with an ap- 
parently useful function have died of inani- 
tion or have degenerated into meetings of 
relatively junior officers with insufficient 
authority to commit their departments on 
major issues. The root of the problem is, of 
course, the pressure under which heads of 
departments and other senior officials are 
continually working and the natural tend- 
ency for each to give precedence to tasks 
for which he is personally responsible rather 
than to interdepartmental meetings. 
However successful various cabinet and 
departmental committees may be in secur- 
ing coordination among the various agen- 
cies represented, the very existence of these 
interdepartmental bodies raises new prob- 
lems in coordination. Even within a depart- 
ment which is a member of several co- 
ordinating bodies, difficulty is sometimes 
encountered in what may be called internal 
coordination. The coordination of coordi- 
nating bodies depends largely on ad hoc dis- 
cussions between the key members of differ- 
ent bodies. It is rather surprising that the 
government has not yet undertaken a more 
systematic approach to the problem of link- 
ing up the various coordinating authorities. 


Personnel 


_ war has necessitated a large and rapid 
growth in the numbers of the federal 
public service, and the newcomers include 
many specialists for the tasks which lie out- 
side the scope of a peacetime public service. 
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The new personnel has been obtained partly 
by transfer from state governments and, in 
some instances, from local government bod- 
ies; partly from universities and scientific 
organizations; and predominantly from 
business and industry. A review of the prin- 
cipal war authorities shows that the heads 
of war departments are still drawn chiefly 
from the federal public service. However, 
the production departments, such as Muni- 
tions and Aircraft Construction, have a 
large number of industrialists in high exe- 
cutive positions; and the procurement or- 
ganizations, in addition to drawing on men 
from the commercial world, have taken over 
some officers from state government pur- 
chasing departments. Only a few women 
are found in other than clerical and research 
positions. 

Serious problems have arisen in salary 
determination. On the one hand, some 
highly paid technical men in private em- 
ployment have been able to demand rela- 
tively high salaries, according to public serv- 
ice standards, while, on the other hand, some 


business men have been in a position to 
come into government employment on com- 
paratively low salaries. Serious discrepan- 
cies have arisen in some departments be- 
tween the salaries of permanent and tempo- 
rary employees. There are also discrepancies 
between the conditions under which the 
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regular public servant works and those un- 
der which many of the new recruits are 
working. The federal public service provi- 
sions for temporary employment were de- 
signed to deal with employees engaged for 
short periods in the lower grades and ac- 
cordingly appear less generous in relation 
to such matters as sick leave. 

Serious problems of reconstruction in the 
personnel field will arise after the war, and 
some decision will have to be reached as to 
what proportion of the present temporary 
employees will be absorbed permanently 
into the service and on what conditions. The 
matter is complicated by the fact that a 
number of permanent officers are at present 
serving with the armed forces and have, in 
some cases, been promoted in their absence 
to higher positions in which less senior of- 
ficers or temporary officers are now “acting.” 
Moreover, it appears inevitable that the 
government will be committed to granting 
a liberal measure of preference to returned 
soldiers in public service appointments after 
the war. With these constants to reckon 
with, careful planning will be required to 
adapt the post-war public service to the 
tasks which it is likely to be called on to 
perform. It is understood that the new De- 
partment of Post-War Reconstruction will 
initiate some investigations into these and 
related problems. 
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HEN Alexis de Tocqueville ar- 

rived in America in the spring of 

1831 to study political institutions, 
he was struck by the absence of a centralized 
directing power in American public admin- 
istration. The management of public affairs 
was largely in the hands of local govern- 
ments designed primarily to enforce the 
keeping of the peace. Offices were almost 
universally elective and tenure was for short 
intervals. Officers were almost without ex- 
ception amateurs, public service being cus- 
tomarily a brief incident in careers devoted 
to private pursuits. There was no public 
career service, no administrative class, no 
evidence of administrative initiative in the 
formulation of public policy. The less the 
administration administered, the more con- 
tent the people seemed to be. 

Could Tocqueville have visited America 
forty years earlier, his observations would 
have presented a very different picture of 
public administration. Had he, on his ar- 
rival, interviewed the Secretary of State, 
Thomas Jefferson, he would have been told 
that “our government is going on with a 
firm and steady pace,’’' and, observing the 
establishment of the first Bank of the United 
States and reading Alexander Hamilton’s 
First Report on the Public Credit and Re- 
port on Manufactures, Tocqueville might 
well have concluded that the new republic 
was moving rapidly toward a centralized 
economy guided by public administrators 
along the lines of mercantilist policy de- 
veloped by William Pitt in Great Britain. 

Obviously, the trends in administration 

+The quotations from Jefferson's letters in this arti- 
cle will also appear, with references, in the author's 


forthcoming book on the contributions of Jefferson 
and Hamilton to thought on public administration. 
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which would surely have seemed definitive 
in 1791 could not have produced the Amer. 
ica of Andrew Jackson in 1831. During the 
intervening decades some strong counter. 
current in administrative thought must 
have developed to produce a public service 
so markedly different from the vigorous sys 
tem of centralized executive control which 
Hamilton was formulating in 1791. As 
movements of thought find expression in 
the leadership of men, one would expect to 
find a counter-leadership to that of Hamil- 
ton coming to the fore after 1791 and shap- 
ing the future of public administration to 
its own philosophy. Such a leadership was 
provided by Thomas Jefferson, and the 
ideas which he exemplified constituted the 
dominating, although not the exclusive, 
trend in public administration in the 
decades between the defeat of the Federal. 
ists in 1800 and the election of Lincoln in 
1860. Thus Tocqueville's America cannot 
be fully understood without reference to 
the role of Thomas Jefferson as a molder of 
its administrative theories and practices. 


Jefferson’s Political Career 


| quecnrsee he had served on the ex- 
ecutive Committee of States in the Con- 
federation Congress and as Governor of 
Virginia during the American Revolution, 
the greater part of Jefferson’s thought on 
public administration relates to his ex- 
perience in national political life following 
his tour abroad as American minister to the 
court of France. Upon his return to Amer- 
ica, Jefferson was asked by President Wash- 
ington to assume the post of Secretary of 
State in the new federal administration. 
After some hesitation he accepted the offer 
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and in March of 1790 commenced his duties 
in the city of New York. The conservative 
reaction which had swept the Union while 
Jefferson had lived abroad filled him with 
dismay, and he soon became equally alarmed 
at the efforts being made to transplant the 
industrial system of Great Britain to Amer- 
ica—to establish factories, banks, and urban 
centers, Which he deemed the mortal ene- 
mies of agriculture and republicanism. 
Advocating a return to what be believed to 
be the principles of 1776, Jefferson clashed 
with Alexander Hamilton, who was at- 
tempting to construct an integrated bal- 
anced economy requiring the stimulation 
of finance and manufactures and implying a 
degree of centralized administrative control 
over the national economy which Jefferson 
associated with the mercantile systems of the 
old-world monarchies. Jefferson and Hamil- 
ton quarreled, and Jefferson, unable to 
check Hamilton and unwilling to cooperate 
with him, retired from the administration 
in 1793, resuming the life of a planter at 
Monticello. 

Ostensibly in retirement, Jefferson was 
not inactive in politics. He maintained 
a vigorous correspondence with anti- 
Hamiltonian leaders throughout the Union 
and laid the foundation of the Republican 
party. Between 1797 and 1801 he served as 
Vice-President in the administration of 
John Adams and in the election of 1800 de- 
feated Adams and the Federalists. In 1801 
he was inaugurated President. 

Jefferson served two terms as President. 
His first administration (1801—1805), char- 
acterized by the purchase of Louisiana, was 
largely successful; the second (1805-1809), 
filled with discord and censure, was the oc- 
casion of the ill-fated embargo. With his re- 
tirement from the presidency Jefferson’s ac- 
tive political career was ended, but in his 
twenty-eight remaining years he retained 
his interest in public affairs, and until his 
death on July 4, 1828, his residence at 
Monticello became an object of pilgrimage 
for the great and humble of America and 
for distinguished travelers from abroad. 


Principles of Administration 

iy 1s difficult to say in precisely what re- 

spect the events of Jefferson's earlier 
political career influenced his thinking on 
administration. In contrast to Hamilton and 
Marshall, his experience during the Revolu- 
tion failed to impress him with the desir- 
ability of an energetic centralized govern- 
ment under executive leadership, although 
his difficulties as wartime governor of Vir- 
ginia were probably due as much to the in- 
effectiveness of the general government as 
to his apparent failure to make the fullest 
use of his administrative powers. His serv- 
ice on the Committee of States in the Con- 
federation Congress convinced him of the 
need for a somewhat stronger central gov- 
ernment and a separation of the executive 
functions from legislative responsibility. 
Yet he did not disapprove of the confedera- 
tion system, considering it the best govern- 
ment “existing or that ever did exist.” 

Jefferson’s observations during his travels 
abroad as minister to the court of France ap- 
pear to have reinforced whatever fear of 
centralization, bureaucracy, and public in- 
debtedness he may have acquired during 
the colonial struggle against Great Britain. 
The extravagance and bankruptcy of the 
French monarchy underlined his fear of 
public debt, but demonstrated to his satis- 
faction that financial incompetence was not 
a characteristic peculiar to popular govern- 
ment. The centralized bureaucratic control 
of the French state confirmed his dislike 
of elaborate governmental machinery. 
“Never,” he wrote to Madison, “‘was there a 
country where the practice of governing too 
much had taken deeper root and done more 
mischief.” 

It was with these impressions that Jeffer- 
son returned to America as the new govern- 
ment of the Constitution was in process of 
establishment; and it was with the memories 
of the old world fresh in his mind that he 
observed the course of Alexander Hamil- 
ton’s financial measures. To the initial 
measures of funding and assumption he did 
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not appear to object, but Hamilton’s Report 
on a National Bank and the Report on 
Manufactures aroused anew his fear of 
centralized administrative power, and he 
rapidly assumed the leadership of those who 
wished to keep the American common- 
wealth a union as to foreign affairs but de- 
centralized as to domestic concerns. Jeffer- 
son's efforts in politics after 1791 had as a 
constant objective the limitation of the 
domestic authority of the federal govern- 
ment. Indeed, the association of energetic 
government, paternalism, and monarchy, 
clinched by his sojourn in Europe, char- 
acterized all Jefferson’s subsequent thought 
on administration. He never could rid him- 
self of the notion that centralization was a 
road to monarchy, and as late as 1823 he saw 
in the expansion of federal powers only the 
prelude to the institution of royal govern- 
ment, 

To Jefferson the election of 1800 seemed 
as fundamental a revolution in the prin- 
ciples of government as the revolution of 
1776 had been in form. He viewed his eleva- 
tion to the presidency as a mandate to re- 
store the republican principles of °76 from 
which he believed the party of Alexander 
Hamilton had departed. He promised to re- 
form the prodigalities of his predecessors 
and “to bring the government to a simple 
and economical course,” and in his First 
Inaugural Address he reviewed the prin- 
ciples of republican government which were 
to guide his administration: “Equal and 
exact justice to all men . peace, com- 
merce, and honest friendship with all na- 
tions, entangling alliances with none; the 
support of the State governments in all 
their rights the preservation of the 
General Government in its whole constitu- 
tional vigor . . . a jealous care of the right 
of election by the people . . . absolute ac- 
quiescence in the decisions of the majority 

. a well-disciplined militia . . . the su- 
premacy of the civil over the military au- 
thority; economy in the public expense . . . 
the honest payment of our debts . . . en- 
couragement of agriculture, and of com- 
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merce as its hand-maid; the diffusion of jp. 
formation and arraignment of all abuses a, 
the bar of public reason; freedom of re 
ligion; freedom of the press; and freedom of 
. and trial by juries impartially 


person . . 
selected.” 

These were the political principles by 
which Jefferson professed to be guided; and 
to implement them in practice nothing more 
was necessary than ‘‘a wise and frugal gov. 
ernment, which shall restrain men from in 
juring one another, shall leave them other. 
wise free to regulate their own pursuits of 
industry and improvement, and shall not 
take from the mouth of labor the bread it 
has earned. This,” he declared, “is the sum 
of good government.” 

But in the realization of his political prin- 
ciples Jefferson was faced with practical 
administrative situations. Even the task of 
reducing the executive arm of the govern- 
ment to proper dimensions required admin- 
istrative action. The routine functions of 
appointment to office and of removal there- 
from, of relations with the states, with Con- 
gress, and with the foreign nations—all re- 
quired administrative decisions which must 
be calculated to effect and not defeat pro- 
fessed political principles. Hence, Jefferson 
developed a series of general administrative 
policies which may be conveniently styled 
“principles,” for although they were scarcely 
administrative principles in the best pre- 
sent-day sense of the term, they represented 
to him the rules by which wise administra- 
tive action should be guided. 

The first of these principles—that good 
administration is always characterized by 
harmony—was the constant theme of Jef- 
ferson’s exhortations to his party followers, 
to Congress, and to his administrative 
family. Upon his retirement from the 
presidency, he declared it among the most 
fortunate circumstances of his late adminis- 
tration that, during its continuance, “it was 
conducted with cordiality and harmony 
among all the members, which never were 
ruffled on any, the greatest or smallest oc- 
casion.”” 
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A second principle which Jefferson be- 
lieved ought to guide good administration 
was simplicity. “I am for a government rig- 
orously frugal and simple,” he declared, and 
expressed the belief that “we have more 
machinery of government than is necessary, 
too many parasites living on the labor of 
the industrious,” adding, “I believe it 
might be much simplified to the relief of 
those who maintain it.” 

A third principle of good administration 
was that it should always provide for change. 
“| hope this will be an age of experiments 
in government,” he declared to John 
Adams. “Laws and institutions must go 
hand in hand with the progress of the human 
mind,” changing as it changes. On the as- 
sumption that a generation of men could 
govern only itself and could not rightfully 
bind its successors, Jefferson concluded that 
constitutions should provide for periodical 
revision to bring them abreast of the times. 

A fourth principle of administration was 
that of decentralization. “It is not by the 
consolidation or concentration of powers, 
but by their distribution, that good govern- 
ment is effected,” wrote Jefferson. “In gov- 
ernment, as well as every other business of 
life, it is by division and subdivision of 
duties alone that all matters great and small 
can be managed to perfection.” And this 
subdivision of duties implied to Jefferson 
a corresponding subdivision of powers, for 
he believed that people managed best that 
which they viewed as their own concern, and 
he saw in centralized control a force deter- 
rent to local energy and initiative. 

A final and indispensable principle of 
administration Jefferson believed to be the 
exaction of responsibility from administra- 
tors. Customarily he used the expression 
“responsibility” in a narrowly legal sense, 
but he also used it with a broader, more 
significant implication. The narrow usage 
may be illustrated from the Kentucky Reso- 

lutions of 1798, wherein Jefferson declared 
“in questions of power . . . let no more be 
heard of confidence in man, but bind him 
down from mischief by the chains of the 


Constitution.” Responsibility required that 
executive officers be rendered independent 
of legislature or council, but strictly heid 
to account for every exercise of authority. 
Jefferson held it “inconsistent with the prin- 
ciples of civil liberty, and contrary to the 
natural rights of the other members of the 
society, that any body of men therein should 
have authority to enlarge their own powers 
without restraint.” 

But Jefferson believed that the constitu- 
tional responsibility of the highest officers 
of the state required definition more com- 
prehensive than that applicable to subordi- 
nate “persons charged with petty duties 
where consequences are trifling.’ These lat- 
ter he would hold strictly to the letter of 
the law in the discharge of their responsibili- 
ties, but he declared it “incumbent on those 
... Who accept of great charges to risk them- 
selves on great occasions when the safety of 
the nation or some of its very high interests 
are at stake.” Thus Jefferson held that the 
duty of the chief executive to enforce the 
provisions of the Constitution took preced- 
ence over observance of the statutory re- 
quirements of the legislature and might 
justify violation of those requirements if in- 
compatible with the executive's larger duty. 
Where the purpose of legislative action was 
impeded by contradictory or inadequate 
measures for execution, the chief executive 
—or governor—was justified in deviating 
from legislative prescription to effect the 
intent of the lawmakers by other legitimate 
means. It was in this broader sense of admin- 
istrative responsibility for the protection of 
the public welfare and the maintenance of 
the constitutional order that Jefferson de- 
scribed responsibility as ‘‘a tremendous en- 
gine in a free government.” 

These several principles of administration 
—harmony, simplicity, provision for change, 
decentralization, and responsibility—repre- 
sented not only characteristics of good ad- 
ministration, as understood by Jefferson, 
but they described standards to which good 
government ought always attempt to con- 
form. Although they did not constitute the 
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specific objects of administration policy, 
they in some measure determined the poli- 
cies of Jefferson's administration. For those 
policies resulted from the President's at- 
tempt to solve the problems which con- 
fronted him in conformity to his general 
political and administrative principles. 

The influence of Jeffersonian administra- 
tive principles upon the subject matter of 
public administration can best be illustrated 
by reference to three of the major groups of 
domestic problems with which President 
Jefferson contended. The first of these had 
to do with the removal and appointment 
of office holders and the influence of politi- 
cal parties, of Congress, and of the states in 
the administration of civil personnel. It was, 
in brief, the old problem of defining the 
relationship between politics and the pub- 
lic service. The second group of problems 
concerned the balance of state and federal 
power and was complicated by Jefferson's 
feud with the federal judiciary over the in- 
terpretation of those clauses of the Consti- 
tution involved in the issue of centralization 
versus decentralization. A third group of 
problems related to the public debt and the 
cost of government and was occasioned by 
Jefferson's effort to make good his promise 
to reform the prodigalities of his predeces- 
sors and “to bring the government to a 
simple and economical course.” 


Politics and Public Office 


we to his inauguration as President, 

Jefferson had stated that as a matter of 
policy in appointments only Republicans 
would receive consideration until the pro- 
portion of Republicans and Federalists in 
the federal service corresponded to their ac- 
tual electoral strength. As to removals from 
office he had evidenced, both publicly and 
in private, a determination to pursue a mod- 
erate course. “Officers . . . guilty of gross 
abuses of office, such as marshals packing 
juries,” he proposed to remove, “as my 
predecessor ought in justice to have done.” 
He predicted that “the instances will be few 
and governed by strict rule and not party 
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passion. . . . Opinion, and the just main, 
nance of it, shall never be a crime in py 
view: nor bring injury on the individual 

The “midnight appointees” of John Adam, 
he did not view as officers at all and hence 
not actually subject to removal. Beyond 
these few removals Jefferson did not at firy 
propose to go, leaving death and resigna. 
tion to provide the balance of the occasions 
for patronage. 

Presaging the problem which the long 
lease of the Federalists on the national! ad 
ministration presented to a victorious office 
hungry opposition, Jefferson declared, “| 
know that in stopping thus short in the 
career of removal, I shall give great offence 
to many of my friends. That torrent has been 
pressing me heavily, and will require all my 
force to bear up against.”’ The pressure upon 
Jefferson for wholesale removals of Federal 
ists appears to have been very great. It is 
apparent from his correspondence that hx 
received many protests from disappointed 
partisans, and his letter to William Duane 
in reply to an address by the ward commit 
tee of Philadelphia calling for more remoy 
als illustrates the gradual weakening of 
his earlier resolution: 

Many vacancies have been made by death and 
resignation, many by removal for malversation i1 
office, and for open, active and virulent abuse of 
official influence in opposition to the order of things 
established by the will of the nation. Such removals 
continue to be made on sufficient proof. The places 
have been steadily filled with republican characters 
until out of 316 offices in all the U.S. subject to ap- 


pointment and removal by me, 130 only are held by 
federalists. 


To the efforts of Secretary of the Treasury 
Gallatin to resist the abuse of federal patron- 
age in the interest of party intrigue, Jeffer- 
son lent little aid. Harmonious administra- 
tion required concessions to friends of the 
government and Jefferson, though opposed 
to the spoils theory, believed, as he was late: 
to declare, that “the republicans are the 
nation. Their opponents are but a faction.” 
Thus administrative principle and political 
policy conspired to strengthen the influence 
of party in public office, and one inclines to 
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concur with Carl Russell Fish that Jeffer- 
son's administrations opened the gates to 
the flood tide of spoils politics which inun- 
dated the America that Tocqueville knew. 

Jefferson's difficulties were by no means 
resolved with the removal of Federalists 
from office. ““Every office becoming vacant,” 
he wrote to John Dickinson, “every appoint- 
ment made, me donne un ingrat, et cent en- 
nemis,” and at the close of his first month 
in the White House he declared that “‘noth- 
ing presents such difficulties of administra- 
tion as offices.” Unhappily the man who 
elevated harmony to the level of a principle 
described his plight to Dickinson: “My posi- 
tion is painful enough between federalists 
who cry out on the first touch of their mo- 
nopoly, and republicans who clamor for uni- 
versal removal.” 

With the lower posts recruitment at least 
presented no problem. But in the higher 
orders the case was different. The difficulties 
of Washington and Adams in securing com- 
petent officers for the leading posts of the 
government had revealed a dearth of suit- 
able administrative talent in America, Un- 
fortunately for Jefferson, most of the exist- 
ing talent and experience belonged to the 
ranks of federalism, which represented not 
only the commercial and manufacturing ele- 
ment in the country, but contained the 
larger share of men experienced in the busi- 
ness of the federal government. These men 
he could not appoint to his administration, 
nor would many of them have willingly 
served under him. “Men possessing minds 
of the first order, and who have had oppor- 
tunities of being known and of acquiring 
the general confidence, do not abound in any 
country beyond the wants of the country,” 
Jefferson observed. When these few men of 
talent refused to lend their aid to the direc- 
tion of public affairs, the prospect for repub- 
lican government was indeed dismal. Two 
months after his inauguration Jefferson had 
still been unable to head the Navy Depart- 
ment. Writing to Gouverneur Morris he 
lamented, “I believe I shall have to adver- 
tise for a Secretary of the Navy.” 


So embarrassing was the frequency of 
these refusals in the initial tender of office 
that Jefferson deemed it of advantage to the 
public to “ask of those to whom appoint- 
ments are proposed, if they are not accepted 
to say nothing of the offer, at least for a 
convenient time. The refusal cheapens the 
estimation of the public appointments, and 
renders them less acceptable to those to 
whom they are secondarily proposed.” 

In filling the subordinate civil posts Jef- 
ferson considered a record of military serv- 
ice and party regularity as prima facie evi- 
dence of qualification. He determined to 
reinstate officers whom he believed his pred- 
ecessors had dismissed for political reasons. 
Writing to Gallatin concerning two of 
Adams’ removals he declared, “I think we 
are bound to take care of them. Could not 
we procure them as good berths as their 
former at least, in some of the custom- 
houses?” Although prophesying an age of 
experiments in government, Jefferson did 
not propose to pioneer the unexplored paths 
in the administration of the appointive 
power, for when Gallatin recommended the 
appointment of a woman to an unfilled posi- 
tion, Jefferson replied, “The appointment 
of a woman to office is an innovation for 
which the public is not prepared, nor am I.” 

In appointments to federal office Jeffer- 
son, although not wishing to be rigidly 
bound by an equal or proportional distri- 
bution of patronage among the several 
states, nevertheless inclined to accept ap- 
portionment as a general principle. “Where 
an office is local,” he declared, “we never go 
out of the limits for the officer.” Writing to 
a disappointed applicant for office, Jefferson 
explained that “talents alone are not to be 
the determining circumstance, but a geo- 
graphical equilibrium is to a certain degree 
expected. The different parts in the union 
expect to share the public appointments.” 
Upon the correct method for the apportion- 
ment of offices Jefferson appears to have been 
unable to decide. He declared that “whether 
a participation of office in proportion to 
members should be effected in each state 
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separately or in the whole states taken to- 
gether is difficult to decide, and has not yet 
been settled in my own mind. It is a ques- 
tion of vast complications.” 

Considering nomination to be a strictly 
executive power, Jefferson throughout his 
political career had consistently opposed the 
interference of legislative bodies in the nam- 
ing of executive officers. Writing to Samuel 
Kercheval in 1816 he criticized the influence 
of the Virginia legislature over appoint- 
ments. “Nomination to office is an executive 
function; to give it to the legislature, as we 
do, is a violation of the principle of the 
separation of powers. ... By leaving nomina- 
tion in its proper place, among executive 
functions, the principle of the distribution 
of power is preserved, and responsibility 
weighs with its force on a single head.” 

During Washington's administration Jef- 
ferson, as Secretary of State, had fought 
against the pretensions of the Senate to nega- 
tive the grade of persons nominated to fill 
foreign missions. For all but the highest 
posts he believed that the Senate should ac- 
cept the opinion of the President concern- 
ing the fitness of nominees. He refused to 
exhibit the reasons for his nominations to 
Senate committees, alleging that to do other- 
wise would turn the Senate into a court of 
slander. He believed that the senatorial 
power of confirmation was used to usurp 
the presidential appointive function and 
urged the removal of Post Office appoint- 
ments from control by the Senate. Accord- 
ingly, he strongly opposed the Tenure of 
Office Act of 1820, passed during Monroe’s 
administration, which made virtually every 
administrative appointment subject to 
Senate confirmation. 


... The mischievous law vacating, every four years, 
nearly all the executive offices of the government 
... Saps the constitutional and salutary functions of 
the Preside \t, and introduces a principle of intrigue 
and corruption, which will soon leaven the mass, not 
only of Senators, but of citizens. It is more baneful 
than the attempt which failed in the beginning of 
the government, to make all officers irremovable but 
with the consent of the Senate. This places, every 
four years, all appointments under their power, and 
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even obliges them to act on every one nomin ation 
It will keep in constant excitement all the hungy 
cormorants for office, render them, as well as ;) 
in place, sycophants to their Senators, engage the, 
in eternal intrigue to turn out one and put in ay 
other, in cabals to swap work; and make of they 
what all executive directories become, mere inj, 
of corruption and faction. This must have beep 
one of the midnight signatures of the Presiden; 
when he had not time to consider, or even to rea) 
the law; and the more fatal as being irrepealab| 
but with the consent of the Senate, which will 
never be obtained. 


dE 


Inseparable from questions of appoint. 
ment and removal was the question of the 
degree of political activity permissible to 
holders of public office. Although he be 
lieved that adherents of the dominant polit. 
ical party should hold a proportion of pub. 
lic offices representative of their relative 
strength in the electorate, he would tolerate 
followers of the opposition in office provided 
they did not participate actively in political 
affairs. While he drew a sharp distinction 
between the support of opposition candi- 
dates by personal vote and outright election- 
eering activity, Jefferson did not indicate to 
what extent political activity other than the 
casting of a ballot was permissible to federal 
office holders. Mere attendance at political 
gatherings was evidently not opposed, but 
active participation in party meetings ap- 
parently would have been deemed grounds 
for disciplinary action. Writing to Gallatin 
about a charge against a New England ap- 
pointee, Jefferson observed, ‘although med- 
dling in political caucusses is not part of 
that freedom of personal suffrage which 
ought to be allowed him, yet his mere pres- 
ence at a caucus does not necessarily involve 
an active and official influence in opposi- 
tion to the government which employs 
him.” 

A recent biographer has remarked that 
Jefferson despised Hamilton as a “careerist” 
in politics, and the observation is probably 
just. Here Jefferson reflected the patrician 
philosophy of civic duty which drew men 
of independent means in Virginia and 
throughout the South into political life. 
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Financial considerations, Jefferson believed, 
should be beneath men called to the higher 
public trusts. “I love to see honest and hon- 
orable men at the helm, men who will not 
bend their politics to their purses, nor pur- 
sue measures by which they may profit, and 
then profit by their measures.” 

To Edward Rutledge Jefferson declared 
that “there is a debt of service due from every 
man to his country, proportioned to the 
bounties which nature and fortune have 
measured to him.” He believed that there 
was a natural aristocracy of virtue and tal- 
ents which he held the most precious gift 
of nature, “for the instruction, trusts, and 
government of society. May we not even say 
that that form of government is the best, 
which provides the most effectually for a 
pure selection of these natural aristoi into 
the offices of government?” Mere wealth or 
birth did not constitute this aristocracy of 
talent, but in proportion to the talent and 
wealth which an individual enjoyed was the 
measure of his debt of service to the com- 
munity. To James Monroe on January 13, 
1803, Jefferson declared, “Some men are 
born for the public. Nature by fitting them 
for the service of the human race on a broad 
scale, has stamped them with the evidences 
of her destination and their duty.” 

Jefferson’s wish to see government by the 
talented and virtuous and his unwillingness 
to accept the notion of government service 
as a life career created a paradoxical situa- 
tion of which he seemed totally unaware. If 
the direction of administrative policy was 
to be placed in the hands of the talented 
without regard to wealth, logic would indi- 
cate the need of adequate financial compen- 
sation and opportunity for administrative 
careers in the public service. But Jefferson 
stood for rotation of office and was not will- 
ing to approve of economic incentives to 
induce men to do what he believed to be 
their duty. Therefore his administrative sys- 
tem actually depended for its personnel 
upon men of wealth; upon men whose in- 
ferior talents could earn more in public 
office than at private undertakings; and 


upon those few persons of ability who hap- 
pened to prefer the public service to employ- 
ment in other lines of work. Jefferson's ad- 
ministrative career, it must be admitted, did 
little to increase or even to maintain the 
numbers of the natural aristoi in the public 
service. 

The net effect of Jefferson's expression 
on the subject of public office must surely 
have been to depress the civil service in 
public estimation. Although Jefferson did 
not weaken the position of the presidency, 
the frequency with which he articulated the 
popular dislike for public functionaries—a 
legacy of the colonial past—must place him 
among those political figures most respon- 
sible for the related rise of careerism in 
American civil government. Jefferson 
wished America to be well governed, but 
his influence was thrown against the rise of 
professionalism in the public service—a con- 
dition necessary to the effective administra- 
tion of government, as Jefferson should have 
been able to see. It may be that his Virgin- 
ian and agrarian prejudices obstructed his 
view of the public needs. Throughout his 
presidential career and those of his two suc- 
cessors he lamented the poverty of adminis- 
trative talent in the republic. He was not 
oblivious to the need of training for the 
public service,’ but he never succeeded in 
bringing his educational philosophy into 
sharp focus with his attitude toward office- 
holding and the absence of administrative 
talent in the government. His failure to co- 
ordinate his ideas in these respects deprived 
public administration of a rich contribu- 
tion indeed. 


1In his Diffusion of Knowledge Bill (1779) he de- 
clared, “and whereas it is generally true that that 
ple will be happiest whose laws are best, and are 
yest administered, and that laws will be wisely formed, 
and honestly administered, in proportion as those who 
form and administer them are wise and honest; 
whence it becomes expedient for promoting the publick 
happiness that those persons, 4 wen nature hath en- 
dowed with genius and virtue, should be rendered by 
liberal education worthy to receive, and able to guide 
the sacred deposit of the rights and liberties of their 
fellow citizens, and that they should be called to that 
charge without regard to wealth, birth, or other ac- 
cidental condition or circumstance.” 
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Centralization versus Decentralization 


EFFERSON’S love of simple distinctions was 
J well served by his notion that American 
government comprised two clear divisions 

a federal government for foreign affairs, 
and the state governments to administer 
domestic concerns. In his address to the 
Rhode Island Assembly in 1801 he observed 
that “to the united nation belong our ex- 
ternal and mutual relations; to each State, 
severally, the care of our persons, our prop- 
erty, our reputation and religious freedom.” 
This wise distribution, he held, would prove 
“that while smaller governments are better 
adapted to the ordinary objects of society, 
larger confederations more effectually se- 
cure independence and the preservation of 
republican government.” Jefferson’s de- 
scription of the Union as a confederation 
was neither accident nor mere rhetoric. He 
rejected the notion that either the federal 
government or the states enjoyed a balance 
of superior power in the Union, and de- 
scribed the states as being independent as 
different nations in matters of domestic con- 
cern. 

The fact that Jefferson viewed the states 
as in certain respects distinct nations gives 
new meaning to his description of the fed- 
eral government as instituted chiefly for for- 
eign affairs. Writing to Edward Livingston 
in 1824 he declared that “the radical idea” 
of the Constitution which he adopted as a 
key in cases of doubtful construction was 
that the whole field of government was di- 
vided into two departments, ““domestic and 
foreign (the States in their mutual relations 
being of the latter).’”” Thus the entire field 
of interstate relations—variously described 
by Jefferson as “mutual” or “federal” con- 
cerns—was distinguished in his mind from 
purely “domestic” or intrastate matters. 
Interstate relations were therefore a modi- 
fied species of foreign affairs. 

Although Jefferson hoped that the states 
and the central government would in time 
establish a beautiful equilibrium “unex- 
ampled but in the planetary system itself,” 


he feared that the balance of power wa; 
likely to be upset by one or the other of the 
major divisions. Under the old confeder, 
tion the states had disturbed the federa| 
equilibrium, and Jefferson believed tha 
some provision for peaceably enforcing fed. 
eral authority should be provided. By 1798, 
however, he believed that on the contrary 
too little respect was accorded the states by 
the federal government. 

In his theory of the internal organization 
of the states themselves, Jefferson’s decen. 
tralizing principle was most emphatically 
expressed. In a detailed letter to Samuel 
Kercheval written July 12, 1816, Jefferson 
set forth the plan of organization which he 
believed most certain to establish and to 
maintain republican government. Because 
of the insight into Jeffersonian thought on 
administration which his recommendations 
provide it is worthy of citation at length 


The organization of our county administrations 
may be thought more difficult. But follow princi 
ple, and the knot unties itself. Divide the counties 
into wards of such size as that every citizen can at 
tend, when called on, and act in person. Ascribe 
to them the government of their wards in all things 
relating to themselves exclusively. A justice, chosen 
by themselves, in each, a constable, a military com- 
pany, a patrol, a school, the care of their own poor, 
their own portion of the public roads, the choice 
of one or more jurors to serve in some court, and 
the delivery, within their own wards, of their own 
votes for all elective officers of higher sphere, will 
relieve the county administration of nearly all its 
business, will have it better done, and by making 
every citizen an acting member of the government 
and in the offices nearest and most interesting to 
him will attach him by his strongest feelings to the 
independence of his country, and its republican 
constitution .... We should thus marshal our gov 
ernment into 1, the general federal republic, for 
all concerns foreign and federal; 2, that of the State 
for what relates to our own citizens exclusively; 
3, the county republics for the duties and concerns 
of the county; and 4, the ward republics, for the 
small, and yet numerous and interesting concerns 
of the neighborhood; and in government, as well 
as in every other business of life, it is by division 
and subdivision of duties alone, that all matters, 
great and small, can be managed to perfection. And 
the whole is cemented by giving to every citizen 
personally, a part in the administration of the pub- 
lic affairs. 
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The system of government by wards was 
in fact the New England township system 
which Jefferson described to Kercheval as 
the wisest invention ever devised by the 
wit of man for the perfect exercise of self- 
government.”” He declared that in the case 
of the embargo, “I felt the foundations of 
the Government shaken under my feet by 
the New England townships.”” He attributed 
the overthrow of the embargo to the articu- 
late opposition of the misguided but organ- 
ized New Englanders. Call a county meeting 
in the middle or southern states, he la- 
mented, ‘‘and the drunken loungers at and 
about the court houses would have collected, 
the distances being too great for the good 
people and the industrious generally to at- 
tend. The character of those who really met 
would have been the measure of the weight 
they would have had in the scale of public 
opinion. .. . 4 As Cato then concluded every 
speech with the words ‘Carthago delenda 
est, so do I every opinion, with the injunc- 
tion, ‘divide the counties into wards.’ ”’ 

Jefferson's efforts in promoting the town- 
ship system in the South were not productive 
of marked success. The township was 
adapted to the many villages and short dis- 
tances which characterized New England, 
but seemed less suitable in the South, where 
towns were few and distances considerable. 
Yet Jefferson's influence, thrown on the side 
of “home rule’’ in government in contra- 
distinction to Hamilton's insistence on the 
need of centralized supervision of local af- 
fairs in the interest of the general welfare, 
strengthened the tradition of local adminis- 
tration in America; and Tocqueville in 
1831 observed the operation of an adminis- 
trative system governed by Jeffersonian 
rather than by Hamiltonian principles of 
organization. 

In the administration of the embargo of 
1807 Jefferson differed from his Secretary of 
the Treasury over the principle of decentral- 
ized administration. Gallatin, with a view 
to the effective administration of the em- 
bargo, wished to centralize its enforcement 
in the Treasury rather than to share respon- 


sibility with the state governors. The regula- 
tion of permits required for coastwise ship- 
ping of necessary food-stuffs was susceptible 
of great abuse, as Gallatin warned the Presi- 
dent. But Jefferson, favoring administrative 
decentralization, preferred to rely on the 
cooperation of the governors rather than 
on the revenue collectors of the Treasury, 
who were clearly responsible to the federal 
executive. Where opposition to the embargo 
was not pronounced, the federal-state co- 
operative enforcement appears to have 
worked well, but in New York and Massa- 
chusetts, where local opposition was strong, 
the governors were unwilling to sacrifice 
their political futures to the enforcement 
of a federal measure. 

Jefferson never ceased to identify cen- 
tralized government with arbitrary and op- 
pressive rule. Writing to his friend and 
mentor, John Taylor, he declared, “While 
our State Governments are the very best in 
the world, without exception or comparison 
our General Government has, in the rapid 
course of nine or ten years, become more 
arbitrary, and has swallowed more of the 
public liberty than even that of England.” 
In the Kentucky Resolutions Jefferson ex- 
pressed the constitutional basis for decen- 
tralized government which held the true 
public law of the Union. He held the cen- 
tral government bound by “‘the special dele- 
gations and reservations solemnly agreed 
to” in the federal compact. Although the 
circumstances of the Resolutions and popu- 
lar constitutional theory required the 
justification of state resistance to federal 
authority on grounds of states rights, the 
fundamental principle which Jefferson de- 
fended was not states rights so much as de- 
centralized government. 


A Wise and Frugal Government 


I His Notes on Virginia Jefferson ob- 
served: 


Mankind soon learns to make interested uses of 
every right and power which they possess, or may 
assume. The public money and public liberty 
. .. will soon be discovered to be sources of wealth 
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and dominion to those who hold them; distin- 
guished, too, by this tempting circumstance, that 
they are the instrument, as well as the object of 
acquisition. With money we will get men, said 
Caesar, and with men we will get money. 


Accordingly Jefferson concluded that the 
way to prevent the degeneration of govern- 
ment was to confine it to essentials, to ad- 
here to rigid simplicity, and to exact full 
responsibility from all in the service of the 
public. 

Frugality was the watchword of Jeffer- 
son's fiscal policy, and conditioning his 
thought on all matters of public finance was 
his fear of public indebtedness and his predi- 
lection for laissez-faire economics. Private 
enterprise, he believed, managed much bet- 
ter than government all concerns to which 
it was equal. “If we can prevent the govern- 
ment from wasting the labors of the people 
under the pretence of taking care of them, 
they must become happy.” In his First In- 
augural Address he had declared for econ- 
omy in the public expense, and the reduc- 
tion of the government to frugal simplicity 
was a continuing objective of his adminis- 
trations. He could see no benefit in public 
indebtedness and had opposed Hamilton’s 
Treasury policies, maintaining that “we are 
ruined if we do not overrule the principles 
that the more we owe, the more prosperous 
we shall be.” At the root of Jefferson's fear 
of public debt lay his dislike of taxation and 
his desire to see taxes held to the lowest pos- 
sible level. He declared that we must elect 
“between economy and liberty or profusion 
and servitude.” 


If we run into such debts, as that we must be taxed 
in our meat and in our drink, in our necessaries 
and our comforts, in our labors and our amusements, 
for our callings and our creeds, as the people of 
England are, our people, like them, must come to 
labor sixteen hours in the twenty-four, give the 
earnings of fifteen of these to the government for 
their debts and daily expenses; and the sixteenth 
being insufficient to afford us bread, we must live, 
as they now do, on oatmeal and potatoes; have no 
time to think, no means of calling the mismanagers 
to account; but be glad to obtain subsistence by 
hiring ourselves to rivet their chains on the necks 
of our fellow-sufferers. 


ADMINISTRATION REVIEW 


The way to avoid debt and taxes was tp 
avoid public expense. Wisdom in adminis 
tration, therefore, lay in resisting rather 
than promoting activities which called fo; 
the expenditure of public money. Jefferson 
had declaimed against Hamilton’s compre. 
hensive plans for public works, publi 
manufactories, and financial benefits fo; 
farmers, artisans, and inventors; but even 
before the Republican victory of 1800 he 
found it necessary to rebuke his lieutenants 
for departing from their professed prin. 
ciples of frugality in the promotion of in 
ternal improvements at federal expense. 
Writing to Madison in 1796 he described 
the proposition to build post roads as “a 
source of boundless patronage to the execu- 
tive, jobbing to members of Congress and 
their friends, and a bottomless abyss of pub 
lic money,” and shortly after his election to 
the presidency he declared that “the mines 
of Peru would not supply the monies which 
would be wasted on this object.” 

Arguing that the power to establish post 
roads implied no authority to construct 
roads, but rather only to “select from those 
already made, those on which there shall 
be a post,” Jefferson raised a point of con- 
stitutional construction which governed his 
thinking on government spending. The 
Constitution, he maintained, provided for 
no general spending power, but restricted 
the application of revenues to specifically 
enumerated objects. He dissented emphat- 
ically from the contention advanced in 
Hamilton’s Report on Manufactures “that 
the power given by the Constitution to col- 
lect taxes to provide for the general welfare 
. . . permitted Congress to take everything 
under their management which they should 
deem for the public welfare, and which is 
susceptible of the application of money.” 

Writing to Robert R. Livingston in 1801 
Jefferson declared himself against a pro- 
posal that Congress incorporate an Agricul- 
tural Society. “I am against that,” he wrote, 
“because I think Congress cannot find in all 
the enumerated powers any one which au- 
thorizes the act, much less the giving the 
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sublic money to that use. I believe too if 
they had the power, it would be used for 
no other purpose than to buy with sinecures 
useful partisans.” Although Jefferson fav- 
ored the uniting of the several state agricul- 
tural societies into a central body, he be- 
lieved that they would thrive best if left to 
themselves without the interference of gov- 
ernment. 

Jefferson would not have opposed an 
amendment to the federal Constitution 
granting specifically the power to finance 
internal improvements from Treasury sur- 
pluses once the national debt had been re- 
tired, but he would modify this authority 
by the proviso that “the federal proportion 
of each State should be expended within the 
State.”” He declared that “with this single 
security against partiality and corrupt bar- 
gaining, I suppose there is not a State, per- 
haps not a man in the Union, who would 
not consent to add this to the powers of the 
general government.” In the absence of such 
an amendment, Jefferson was prepared to 
resist all efforts to extend federal authority 
by interpretation, and in December, 1825, 
proposed a “solemn Declaration and Pro- 
test of the Commonwealth of Virginia on 
the principles of the Constitution of the 
United States of America and on the viola- 
tions of them.” Submitted to Madison and 
Monroe, it was not approved by them and 
was never acted upon. Yet this restatement 
of constitutional principles coming at the 
close of his long life and public career under- 
lines all of his previous contentions regard- 
ing the limitations on governmental author- 
ity and his distrust of public enterprise in 
general. 

Jefferson appears to have originally held 
no theoretical objection to the undertaking 
of public works by the states. The first of 
the public undertakings of which he con- 
sidered himself the instrument was an act 
of the Virginia assembly providing for the 
clearing of obstructions in the Rivanna 
River. In 1784, in a letter to Madison, he 
urged that Virginia lay a tax for the purpose 
of opening a canal between the Ohio and 


Potomac Rivers, fearing that Pennsylvania 
“will be beforehand with us and get posses- 
sion of the commerce.” In 1789 he suggested 
to Washington that Maryland and Virginia 
jointly undertake such a canal, holding that 
this and similar navigation projects should 
be done at public rather than private ex- 
pense. In later life, however, Jefferson's 
enthusiasm for works projects of this type 
noticeably waned, perhaps because of his 
compelling interest in securing adequate 
support for a state university. His precepts 
in public finance had been taken too much 
to heart by his fellow citizens and only with 
greatest difficulty was he able to secure the 
most modest appropriations for the great 
institution of learning which he hoped to 
leave his state. 

The use of direct subsidies to commerce 
in the form of bounties or drawbacks Jeffer- 
son disapproved. The granting of bounties 
or premiums he believed would require a 
constitutional amendment, but if thereby 
rendered lawful he might have condoned 
their use in certain well-guarded instances. 

The encouragement of invention and dis- 
covery in science and technology Jefferson 
would leave to private rewards through the 
system of patent rights. Replying to a French 
inquirer concerning the policy of the Amer- 
ican states toward inventions, Jefferson de- 
clared “though the interposition of govern- 
ment, in matters of invention has its use, 
yet it is in practice so inseparable from 
abuse, that they think it better not to meddle 
with it.” Jefferson was not convinced, how- 
ever, that private patent monopolies were 
for the good of society and observed that 
nations which refused monopolies of in- 
vention were as fruitful in new and useful 
discoveries as those which granted patents. 

Jefferson’s opinions concerning the sup- 
port of education reflected a somewhat more 
expansive view of governmental responsi- 
bility than did his attitude toward public 
works, commerce, and industry. His work 
in laying the foundations of public educa- 
tion in the state of Virginia is well known 
and need not be described here. Significant, 
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however, was his opinion that education was 
clearly a public governmental responsibil- 
ity. In this distinction between education 
and governmental enterprise in general, 
Jefferson's view was characteristic of a grow- 
ing American conviction to which his opin- 
ion surely added strength. He believed that 
democratic government made education a 
public intetest of the first order, and in his 
Diffusion of Knowledge Bill of 1779 he be- 
gan a struggle for tax-supported, state- 
administered public education in which he 
persevered for the balance of his life. In the 
Report of the Revisors submitted to the Vir- 
ginia Assembly during the same year, Jef- 
ferson proposed to extend public support 
and control to the College of William and 
Mary and to establish a public library at 
state expense and under state direction. As 
a matter of national administrative policy, 
Jefferson would also have favored provi- 
sion for educational enterprise and his ideas 
forecast the rise of extensive scientific inves- 
tigation and publication in the federal pub- 
lic service. He recommended the establish- 
ment of a national university, not to displace 
the existing private institutions, but to sup- 
plement them. Writing to Joel Barlow in 
1807 Jefferson confessed his doubt that the 
project of a national university could be 
soon realized. “There is a snail-paced gait 
for the advance of new ideas on the general 
mind, under which we must acquiesce. Peo- 
ple generally have more feelings for canals 
and roads than education.” 

Thus Jefferson recognized the field of edu- 
cation as appropriate to public regulation 
and support, and he is due much credit for 
the development of this field of public ad- 
ministration in America. 

In the unavoidable expenses of govern- 
ment Jefferson advocated the practice of 
rigid economy. The civil service should “‘of- 
fer drudgery and subsistence only to those 
entrusted with its administration; a wise 
and necessary precaution against the degen- 
eracy of the public servants.” To a French 
correspondent he wrote of his administra- 
tion that “we are endeavoring to reduce the 
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government to the practice of a rigorous 
economy, to avoid burthening the people 
and arming the magistrate with a patronage 
of money, which might be used to corrup, 
and undermine the principles of our goverp. 
ment.” He declared himself against the mu| 
tiplication of salaries merely to make par 
tisans and held that “the multiplication of 
public offices, increase of expense beyond 
income, growth and entailment of a publi 
debt, are indications soliciting the employ. 
ment of the pruning-knife.”’ 

Jefferson particularly disliked the ex. 
pense of military and naval establishments. 
He believed the geographic situation of 
America rendered the nation free from any 
great danger of aggression and hence ob. 
viated the need of any elaborate machinery 
for defense. Maintaining that “there does 
not exist an engine so corruptive of the gov- 
ernment and so demoralizing of the nation 
as a public debt,” he declared that if free. 
dom from debt could not be achieved “with- 
out dismissing the army, and putting the 
ships out of commission, haul them up high 
and dry, and reduce the army to the lowest 
point at which it was ever established.” To 
John Taylor, Jefferson expressed the wish 
that by constitutional amendment the fed- 
eral government might be deprived of its 
powers to borrow money. “I would be will- 
ing to depend upon that alone for the re- 
duction of the administration of our govern- 
ment to the genuine principles of its Con- 
stitution.” 

Such taxes as the federal government must 
levy Jefferson hoped could be confined to 
import duties bearing mainly on luxuries 
to be purchased by the wealthy. He antici- 
pated the day when the poor man would pay 
no taxes whatever to the United States. “Our 
revenues once liberated by the discharge 
of the public debt, and its surplus applied 
to canals, roads, schools, etc., . . . the farmer 
will see his government supported, his chil- 
dren educated, and the face of his country 
made a paradise by the contributions of the 
rich alone, without his being called on to 
spare a cent from his earnings.” 





The 
lic fin 
ment a 
sistenc 
ernme! 
public 
one ge 
that al 
ninete 
sive ge 
polic i€ 
of the 
son's f 
but hi 
and ta 
tainly 
projec 
pense. 


HO 
aa 
tratio 
did, a 
deed 
like c 
of ap 
popu 
denc! 
and « 
mach 
serva 
ville 
sonia 

W 
dent 
ferso 
of c 
prop 
rejec 
worl 
advc 

achi 
men 
poli 
stro! 


JEFFERSON AND PUBLIC ADMINISTRATION 


The effect of Jefferson's theories of pub- 
lic finance upon administrative develop- 
ment appears in the main restrictive. His in- 
sistence upon provision for change in gov- 
ernment was reflected in his notion that no 
public debt could rightfully be imposed by 
one generation upon its successors. He held 
that all debts should be amortized within a 
nineteen-year interval, thus freeing succes- 
sive generations to develop their own public 
policies without restriction by the dead hand 
of the past. The direct influence of Jeffer- 
son's fiscal theories is not easily measured, 
but his emphasis upon the avoidance of debt 
and taxes, becoming a party principle, cer- 
tainly acted as a brake upon governmental 
projects involving any considerable ex- 
pense. 


Critic of the Leviathan State 


HOMAS Jefferson is more important in 
The history of American public adminis- 
tration for what he said than for what he 
did, although his material services were in- 
deed important. He voiced the popular dis- 
like of governmental controls, of taxes, and 
of appointed office holders. He exemplified 
popular resistance to the centralizing ten- 
dencies of Hamiltonian political economy, 
and opposition to elaborate administrative 
machinery operated by professional public 
servants. The America of Alexis de Tocque- 
ville was the logical consequence of Jeffer- 
sonian administrative theories. 

With the passing of decades it became evi- 
dent to thoughtful observers that the Jef- 
fersonian system was unequal to the task 
of creating the America which Jefferson 
prophesied, and while the nation did not 
reject the general ends for which Jefferson 
worked, it began to substitute the methods 
advocated by Alexander Hamilton to 
achieve those ends. Thus large-scale govern- 
ment, federal dominance, centralization of 
policy-determination, the emergence of the 
strong executive, deficit spending, benefits 


to various economic interests, and a host of 
administrative regulations and controls be- 
came characteristic of a nation wherein Jef- 
ferson could once observe with satisfaction 
that its farmers never need see a federal 
tax collector. 

Although the influence of Jeffersonian 
ideas may have retarded the development 
of public administration in America and 
may have cast a protective cloak of principle 
over abuses which Jefferson could not have 
foreseen, yet his basic analysis of the prob- 
lems of large-scale government remain as 
challenges to students and practioners of 
public administration. In the two centuries 
elapsed since Jefferson's birth men have 
learned that the consolidation of govern- 
ment and the expansion of its services are 
not inherently dangerous to democracy; but 
it has also become evident that the expand- 
ing area of public concern adds to the re- 
sponsibilities of public administration and 
accentuates the consequences of administra- 
tive action for good or for ill. The funda- 
mental problems of administration with 
which Jefferson was concerned—the adapta- 
tion of administrative organization to serve 
the ends of democratic government, the pro- 
vision for change in government to corres- 
pond to social advance, the exaction of re- 
sponsibility from administrators—are con- 
tinuing problems in administration to which 
Jefferson’s diagnoses, though not necessarily 
his remedies, remain relevant. 

Jefferson’s thought on administration 
thus constitutes a perennial directive to am- 
bitious public servants never to forget that 
they are indeed the servants of the people 
and not their masters. And so long as men 
retain a sense of social obligation and a love 
of personal liberty, and so long as public 
administrators are governed by the concep- 
tions of service and self-restraint which Jef- 
ferson exemplified, America has nothing to 
fear from the expanding role of administra- 
tion in the.contemporary state. 





Industry Advisory Committees 
in the War Agencies 
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HE development by the War Produc- 

tion Board of well-planned and -con- 

ducted meetings of representative 
committees of industry is showing signs of 
crystallizing into a formal relationship be- 
tween government and industry. The com- 
mittee formula, having made its valuable 
contribution during the war, may well be- 
come an established channel between gov- 
ernment and industry in the future. 

Chairman Donald M. Nelson of the War 
Production Board has insisted that this re- 
lationship be a two-way street. Industry is 
expected to bring its problems and sugges- 
tions to WPB, and WPB in turn consults 
with and seeks the advice of industry before 
taking official action affecting any business. 

An editorial in the New York Times of 
January 5, 1943, sums up Mr. Nelson's ob- 
jective in saying: 

The drafting of the regulations which have been 
placed by the WPB on the use of newsprint in war- 
time offers a good example of successful coopera- 
tion between Government and a private industry 
which is vested with a public trust. Though WPB 
has far-reaching powers over war materials which 
enter into war production, , . . it was careful not to 
act without close and patient consultation with a 
Newspaper Industry Advisory Committee which was 
established for this purpose. 

The use of advisory committees by the 
government is not new. Mr. Bernard 
Baruch, as director of the War Industries 
Board during the last war, developed war 
service committees, which were transferred 
to the U. 8. Chamber of Commerce after the 
war. During the life of NRA, headed by 
General Hugh A. Johnson, business asso- 
ciate of Mr. Baruch, code authorities were 
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- 


established which were simply industry com. 
mittees given legal authority to perform 
specific functions..After NRA, the Business 
Advisory Council for the Department of 
Commerce was developed. These actions in 
dicate the need for a channel between gov. 
ernment and industry which is again being 
demonstrated by the development of prac- 
tical beneficial relations. 


The Need for Industry’s Help 


ae in the development of the war agen- 
cies, predecessors to WPB, government 
officials felt a need to consult with those of 
industry actually performing the function of 
production and to seek advice prior to the 
issuance of orders. It was not difficult to se- 
cure the opinions and advice of individuals, 
but these often differed even within an in- 
dustry. What was needed was the consensus 
of representatives of an industry as a whole, 
which might be used as the basis for orders 
and other action of the governmental 
agency. To date, WPB has 625 committees 
in operation, with more than 5000 members. 


Business Week of December 5, 1942, 
states that it is 
obvious that WPB could not have staffed its in- 
ternal organization with anything like this num- 
ber of working business men. The information sup- 
plied and the recommendations made by these com- 
mittees increase WPB's industrial literacy and help 
to adjust an industry to the demands of the war 
program in the most effective fashion. There are 
always two ways of doing this: One is brutal, while 
the other tends to accommodate itself to existing in- 
dustrial and trade practices to the greatest extent 
permissible under the exactions of the war economy. 

The protocol governing the industry committees 
is strict. Their function is advisory only in view of 
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the fact that WPB seems scrupulously to observe the 
stipulations laid down by the Department of Jus- 
tice to forestall the possibility that the committee 
system might become a cloak for collective action 
transgressing the antitrust laws. These laws weren't 
suspended for WPB, as they were for NRA. 


Legal Basis for WPB Committees 


s A result of the continuous prodding of 
£4 Bernard Baruch and the desire of WPB's 
predecessor agency, OPM, to secure the 
benefits of a close working relationship with 
industry through the use of committees, its 
General Counsel, John Lord O'Brian, re- 
quested the opinion and assistance of the 
Attorney General. 

Accordingly, the Attorney General out- 
lined the basic policy for conducting in- 
dustry relations by the use of committees. 
He pointed out that in the marshalling of 
the nation’s industrial assets for a maximum 
productive effort some of the acts of indus- 
try, “if accomplished by private contract or 
arrangement within an industry and carried 
on for private advantage, would probably 
constitute violations of the antitrust laws.” 
Accordingly, the Department of Justice set 
down the policy for the then Office of Pro- 
duction Management to follow. The impor- 
tant points of the policy are: 

1. Meetings of industry with representa- 
tives of OPM are not illegal. 

2. Questions as to the need for a com- 
mittee and methods of selecting members are 
the sole responsibility of the OPM. Such 
committees shall “be generally representa- 
tive of the entire industry and satisfactory 
tothe OPM.” (On the basis of this principle, 
the practice of submitting a proposed com- 
mittee to the Attorney General for approval 
was developed, involving a meeting of an 
industry for nominating purposes.) 

3. Industry committees are instructed to 
confine their work to collecting and analyz- 
ing information and making recommenda- 
tions to the OPM and are ordered not to 
undertake to determine policies for the in- 
dustry, nor to attempt to compel or to coerce 
anyone to comply with any request or order 
made by a public authority. 


4- All requests for action on the part of 
any unit of an industry are made to such 
unit by the OPM and not by the industry 
committee. Thus, the determination of any 
action is made not by the industry itself but 
by the public authority. 

5. Requests for action, such as allocation 
of orders, are made only after the general 
character of the action has been cleared with 
the Department of Justice. Thereafter, each 
request for specific action is decided by the 
OPM. 

6. “Acts done in compliance with the spe- 
cific requests made by the OPM” and ap- 
proved by its “General Counsel in accord- 
ance with the procedure described in this 
letter will not be viewed by the Department 
of Justice as constituting a violation of the 
antitrust laws and no prosecutions will be 
instituted for acts performed in good faith 
and within the fair intendment of instruc- 
tions given by the OPM . pursuant to 
this procedure.” 

7. The Department of Justice reserves 
complete freedom to institute civil actions, 
in the case of all plans or procedures, “to 
enjoin the continuing of acts or practices 
found not to be in the public interest and 
persisted in after notice to desist.” 


Evolution of Procedures 


N DECEMBER 22, 1941, the General Coun- 
O sel addressed the Attorney General, sug- 
gesting certain changes in which the Attor- 
ney General concurred. For the insight 
which this letter affords into the operating 
problems arising from the previous letter, 
it is quoted almost in its entirety. 


Pursuant to my conversations with Attorney Gen- 
eral Jackson in April, it has been our practice to 
select the membership of such committees either 
by election participated in by all members of the 
industry or through nominations made by a large 
number of representatives of the industry at a meet- 
ing called for the purpose in Washington. It has 
also been our practice to clear with your Depart- 
ment in advance the formation of each committee, 
outlining at that time the purposes for which the 
committee is to be formed. 

When these practices were formulated, it was as- 
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sumed that in all instances these committees would 
be called upon to assist the Office of Production 
Management in having the industry undertake ac- 
tivities which might raise some question involving 
the Federal antitrust laws. With increasing short- 
ages in materials and the amplification of the statu- 
tory priority powers by Congress, most actions then 
contemplated are now effected by formal priorities 
orders; this would appear to remove any question 
involving the Federal antitrust laws. However, it is 
still necessary in some instances to request industry 
to undertake a program of simplification or some 
other action not clearly within the priorities power. 
Under the circumstances, it does not seem necessary 
that we clear the formation of all committees with 
you; but rather that we should clear only when it is 
found that a committee or industry will be asked 
to engage in a particular activity which appears to 
require such clearance. 

Further, the requirement that committees be 
selected by elections or nominations has not worked 
well in practice. The method of elections has proved 
too cumbersome for use, except in very exceptional 
cases, The procedure for nominations by the in- 
dustry has likewise proved cumbersome and not 
completely effective. We have usually had to add to 
the nominations in order to make the committee 
properly representative. We have found that the 
only effective control to assure the representative 
character of a committee lies in having the selection 
of membership carefully supervised by our Bureau 
of Industry Advisory Committees. 

Under the circumstances, we suggest eliminating 
the requirement for elections or nominations, and 
instead having the official of OPM who requires a 
committee suggest the membership subject to elim- 
inations or additions by the Bureau of Industry Ad- 
visory Committees in order to assure the representa- 
tive character of the committee. 

Further, we suggest that we shall no longer clear 
the formation of committees with your Department 
but shall clear only when it is proposed to have a 
committee or an industry engage in some activity 
which appears to require such clearance. 

When such clearance appears necessary we will 
then submit to you the proposed activity in ac- 
cordance with the same procedure which is presently 
followed under our exchange of letters dated April 
8 and April g, 1941. 

Under the present more elaborate procedure 
there have developed many informal industry group 
meetings for advisory purposes which have not been 
brought within the formal procedure. The fore- 
going changes should enable us to place on the same 
basis all industry groups called into conference by 
the Office of Production Management to be con- 
sulted on an over-all industry problem or to be 
called together repeatedly with respect to any con- 
tinuing problem. 


REVIEW 


However, individuals or groups of individua\ 
from industry may still be called upon without {o; 
mality for advice and consultation upon any 
ticular problem not affecting an entire industry 

We will continue the rules requiring that com 
mittee meetings shall be called by the Office of Pro 
duction Management, that an Office of Production 
Management representative preside at all such 
meetings and that minutes of all such meetings | 
kept, with centralized supervision on all of they 
matters. 

As heretofore, no group of industry representa 
tives will be authorized to meet without the presenc 
of a representative of the Office of Production 
Management, except in order to comply with a 
quest to furnish us with information or recommen 
dations, and then only upon the condition thar 
such meeting shall confine itself to the subject mat 
ter of the request. 


Par 


WPB Implementation 


Wo this correspondence as the basis, the 

OPM issued its Regulation No. 12 on 

January 14, 1942, signed by William §. 

Knudsen, Director General; Sidney Hill. 

man, Associate Director General; Robert P. 

Patterson, Under-Secretary of War; and 

James V. Forrestal, Under-Secretary of the 

Navy, and concurred in by the General 

Counsel, John Lord O'Brian. 

This regulation defined the function of a 
Bureau of Industry Advisory Committees to 
“serve as a central point of clearance in con 
nection with the formation and operation 
of Committees.” The functions of the com- 
mittees are stated as follows: 

1. To discuss any subject pertinent to the war 
program at meetings duly called in accordance 
with this Regulation. 

. To collect and furnish information, to render 
advice and to make recommendations to the 
Government Presiding Officer when requested by 
him to do so. 

. To be continuously available to provide informa- 


tion, to advise and consult with the Government 
Presiding Officer. 


The chief of the Bureau was required: 


1. To pass upon the membership of all committees 
and to issue all letters inviting persons to serve 
as members of a committee. 

. To issue all notices of meetings of committees. 
. To maintain a complete and up-to-date record 
of the personnel of all committees and of all 
conference groups which have held meetings at 
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the invitation of an official of the Office of Pro- 
duction Management. 

fo make a report each month to the Director 
General and the Associate Director General con- 
cerning the formation of committees and such 
other matters as may be designated. 

To perform such other duties as may be required 
by him to be performed by such procedure as 
may be prescribed from time to time by the Di- 
rector General, acting in association with the 
Associate Director General. 


The first chief of the Bureau, Sidney J. 
Weinberg, issued a general administrative 
order to implement this regulation. The 
order clarified the difference between the 
purposes of “conferences” and committee 
meetings. “Conferences” were to be used 
when an official desired to “confer with 
representatives of an industry merely for the 
purpose of obtaining advice or information 
upon some specialized or technical problem 
not affecting an entire industry.’’ Committee 
meetings were used for the purpose of con- 
sidering problems affecting an entire in- 
dustry or a segment thereof and involving 
questions upon which the views of several 
segments of the industry were desirable. The 
order specified that a group representative of 
the segments of the industry directly af- 
fected by such problems was to be invited 
to attend the committee meetings. 

In the formation of new committees the 
originating division first secured the ap- 
pointment of a government presiding officer 
who, in turn, submitted a request to the 
Bureau of Industry Advisory Committees 
demonstrating that the committee was 
truly representative in the consideration of 
such factors as size of companies, location, 
degrees of integration, product classification, 
differing functions within the industry, and 
trade-association membership. 

Important in the formation of a com- 
mittee was a statement of purposes, which 
were restricted to specific problems to be 
considered immediately and not at some 
future time. 

It was required that minutes of meetings 
be kept and issued to those indicated by the 
government presiding officer. 


The order also provided for the careful 
preparation of an agenda and the holding of 
all meetings in Washington, except with the 
approval of the appropriate assistant gen- 
eral counsel. It relieved the government of 
any compensation to or the expense of any 
committee member. It provided for the 
meeting of a segment of a total committee 
and the use of alternates for committee 
members. 

The order required all government pre- 
siding officers to transmit to the Bureau a 
copy of all requests for action by any com- 
pany in an industry. 


Present Organization and Operations 


HE Bureau, which is now titled Office of 
Industry Advisory Committees, func- 
tions as a part of the Office of the Operations 
Vice Chairman, responsible to the Deputy 
Vice Chairman for Industry Operations. Ac- 
cording to WPB General Administrative 

Order No. 2-100, its duties are to: 

1. Serve as the focal point for all matters having 
to do with the formation and operation of the 
Industry Advisory Committees. 

. Approve committee membership. 

g. Maintain a current list of all committees and 
committee membership. 

. Approve the time, place and agenda for each 
committee meeting. 

. Arrange for appropriate publicity with respect 
to the formation and meetings of committees. 
To carry out these functions and. duties, 

the Office of Industry Advisory Committees 
has assigned an “industrial advisor’’ to each 
industry division and those staff divisions 
whose programs are related directly to in- 
dustry. With wide discretion, the industrial 
advisor serves as a consultant to the operat- 
ing divisions in matters pertaining to in- 
dustry committees and passes upon proposed 
committees and agenda for all meetings for 
the director of the Office. 

In the formation of a committee, a gov- 
ernment presiding officer is selected by the 
operating division director and approved by 
the Bureau director. This person is usually 
the individual responsible for the operating 
relationship of an industry to WPB. 
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The government presiding officer submits 
to the Office of Industry Advisory Com- 
mittees the names of persons to serve on a 
proposed committee. Usually executives of 
companies are selected, though meetings of 
the technical men from the same companies 
also frequently serve for purposes of cliscus- 
sing and meeting technical problems. 

The representative character of the com- 
mittee is demonstrated by showing for each 
member the relative size classification of the 
company (large, medium, and small), geo- 
graphic location, segment, and _trade- 
association affiliation. Each of these factors is 
then reduced to percentages for the entire 
industry and compared with percentages of 
each factor for the entire committee. When 
the percentages of any factor for the com- 
mittee differ unreasonably from the per- 
centages for the entire industry, explanation 
or justification is permitted, but changes 
may be required to correlate the committee 
more closely with the relationships in an 
industry. 

Besides WPB, committees of industry are 
being used by the Office of Price Administra- 
tion, the War Food Administration, the Of- 
fice of Lend-Lease Administration, and the 
Board of Economic Warfare. Thus, the 
Food Distribution Administration of the 
War Food Administration, which has au- 
thority with relation to food processing and 
distribution industries, has established pro- 
cedures very similar to those of WPB under 
Mr. Josiah Fort, who was previously asso- 
ciated with the Office of Industry Advisory 
Committees in WPB (Food Distribution 
Memorandum No. 43; Processors Branch 
Memorandum Nos. 1, 2, and 3; War Food 
Administration Memorandum No. 5). 

The Office of Industry Advisory Com- 
mittees in WPB has extended the invitation 
to other agencies to use the same committees, 
and arrangements have been made so that, 
after agreement has been reached, the ope- 
rating divisions of WPB inform other agen- 
cies, and vice versa, when a meeting is being 
planned. Other agencies are given a part on 
the agenda of the WPB meeting, or may 
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hold a meeting of their own at the same 
meeting place. This is a splendid conyep. 
ience to members of committees and cop. 
serves time and expense of the members. 
There are at present twenty-four committees 
with the same membership that are used by 
two or more of the agencies. 


Divisional Committee Organization 


S$ THE ideal organization of committees in 
foe operating division in WPB, mention 
may be made of the Farm Machinery and 
Equipment Division. 

A committee of twenty-four members 
comprises the Farm Machinery and Equip- 
ment Committee. Its members are the ex- 
ecutive heads of companies and represent 
the entire industry for purposes of advising 
and making recommendations on broad 
policy questions. The total industry is di- 
vided into its normal segments (e.g., Barn 
and Barnyard Equipment, Farm Dairy 
Equipment, Spraying and Dusting Equip- 
ment, Tractor, etc.) and a committee es- 
tablished for each. There are sixteen seg- 
ment committees, made up of operating per- 
sonnel of the industry, whose functions are 
to advise on operating needs and problems. 
In addition, there are separate committees 
entitled Export, Transportation, and Sup- 
pliers (jobbers). Additional staff-like com- 
mittees may be organized as needed. 

The WPB, the OPA, and the WFA have 
informally approved all these committees 
through their respective channels and for 
their respective use, except the Export Com- 
mittee, which is approved and used by the 
WPB, the Office of Lend-Lease Administra- 
tion, and the Board of Economic Warfare. 


Developing and Conducting a Meeting 


7! central point for the development of 
an agenda for a meeting is the govern- 
ment presiding officer. He forms the agenda, 
usually after discussion with his advisors 
from the respective staff divisions and ad- 
ministrators in other agencies, such as OPA, 
WMC, OLLA, WFA, BEW, and Metals Re- 
serve Company, if they have an interest in 
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his industry. The subjects on the agenda are 
significant because the action of the com- 
mittee on the respective subjects may later 
be the basis for official action. When it is 
completed, the government presiding officer 
submits the agenda for approval and re- 
quests the Office of Industry Advisory Com- 
mittees to call a meeting, inviting com- 
mittee members and selected government 
representatives, and to make all necessary 
arrangements, such as meeting room, re- 
porter, seating, checking attendance, etc. 

Although ordinarily the government pre- 
siding officer sets the date for a meeting and 
determines the subjects on the agenda, any 
three members of a committee are given 
the privilege of submitting an agenda and 
requesting a meeting of the whole com- 
mittee. The government presiding officer is 
obligated to ask the Office of Industry Ad- 
visory Committees to call a meeting to be 
held ten days after the receipt of such a re- 
quest. 

Attendance at the meetings is limited to 
representatives of the Army and Navy and 
of those divisions and agencies which have a 
specific part in the agenda. The benefit of 
such limitation is the conservation of time 
for personnel. Staff representatives not at 
the meeting receive the minutes and may 
confer with the government presiding of- 
ficer on specific subjects of interest. 

The meetings are conducted strictly in 
accordance with the agenda and either a 
transcript or minutes of all meetings are 
taken and a summary sent to members and 
to all interested divisions of WPB and other 
governmental agencies. 

When the subjects discussed or recom- 
mendations made are of sufficient impor- 
tance, a bulletin or memorandum based on 
the minutes is issued by the government pre- 
siding officer to all members of an industry, 
in order to keep any members of industry 
from thinking that committee members se- 
cure “inside” information for their personal 
benefit. Publicity releases are issued when 
the actions of a committee have news value. 

The development of the policies and pro- 
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cedures which have been described took 
place under the successive directorships of 
Sidney ]. Weinberg, T. Spencer Shore, 
Barry T. Leithead and, at present, John C. 
Whitridge, Jr. All the directors have been 
“dollar-a-year men.” 


Committees in the OPA 

HIEF among the other federal agencies 
C using committees of industry, the OF 4 
has been singularly authorized by legisla- 
tion to deal with industry in this manner. 
The Act establishing OPA required that 
“before issuing any regulation or order 
the Administrator shall, so far as practicable, 
advise and consult with representative mem- 
bers of the industry which will be affected 
by such regulation or order.” 

In the case of any commodity for which a 
maximum price has been established, the 
Administrator is required to appoint a com- 
mittee “at the request of any substantial por- 
tion of the industry.’’ Each “committee shall 
select a chairman from among its members, 
and shall meet at the call of the chairman.” 

Implementing the authority contained in 
the Act establishing OPA, Administrator 
Prentiss M. Brown recently issued OPA Pro- 
cedural Regulation No. 13, effective June 
12, 1943, formalizing the procedure for the 
formation and operation of industry ad- 
visory committees. The committees are “‘de- 
signed to advise the administrator with re- 
spect to industry matters that should be 
taken into consideration in preparing maxi- 
mum price regulations and amendments 
which are consistent with the Act.” Com- 
mittees are “permitted to do such things as 
are reasonably necessary for the proper per- 
formance of those functions and as are con- 
sistent with the Regulation. Beyond this, 
however, committee members have no gen- 
eral immunity from the legal limitations 
imposed upon persons taking action to- 
gether.” 

The powers of the administrator are dele- 
gated to the respective price executives of 
OPA, with the exception of the authority 
for the appointment and removal of mem- 
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bers, which is retained for action in the name 
of the administrator. The order further pro- 
vides that a committee might be appointed 
by the administrator with or without a re- 
quest from the industry. Any applications 
for the formation of a committee are to be 
made by a person or persons eligible to make 
the requests. Eligibility is defined as being 
subject to a price regulation or order issued 
by the administrator. The administrator 
may appoint national or regional com- 
mittees. 

The representative character of the com- 
mittee takes into “account substantial dif- 
ferences in position and method of opera- 
tion of the various concerns engaged in pro- 
duction and distribution and specifically 
takes into account geographic location, dif- 
ferences between small and large concerns, 
between integrated and nonintegrated con- 
cerns, and between members and non- 
members of organized trade groups.” 

Eligibility for membership is “‘deter- 
mined by present occupation in a super- 
visory, managerial or technical capacity re- 
lated to the production, distribution or use 
of a commodity or service by a firm in the 
industry.” 

Upon approval members are asked to 
serve and, upon receipt of their acceptance, 
appointment notifications are mailed by the 
price executive. At the time appointment 
notices are issued a letter is sent to the At- 
torney General advising him of the appoint- 
ment of the committee, and a press release 
is issued announcing the appointments. 

At the initial meeting, called by either 
the administrator or the price executive, a 
chairman is elected. In addition to the chair- 
man, a committee may have a secretary and 
treasurer or secretary-treasurer, either or 
both of whom may be nonmembers of the 
committee. 

Committees are authorized to have stand- 
ing subcommittees where a particular seg- 
ment of the industry presents frequent prob- 
lems requiring specialized knowledge. Such 
subcommittees may be assigned continuing 
functions. The committee may also have 
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temporary subcommittees from its ow) 
membership to handle special and nop 
recurring problems. 

The members of a standing subcommittee 
must be appointed by the administrator. 
Members of a temporary subcommittee may 
be appointed by the committee, which is re. 
quired to notify the price executive of the 
appomtment and the nature of the special 
and nonrecurring problems delegated to the 
subcommittee for handling. 

The administration of the committees in. 
cludes the permission to adopt reasonable 
by-laws, not inconsistent with the Regula. 
tion, subject to the approval of the adminis. 
trator. 

Committee meetings may be called by the 
chairman or by the administrator or price 
executive for purposes of consultation. The 
chairman may call meetings at his discre. 
tion but is required to call a meeting at the 
request of a majority of the members within 
a reasonable time after being requested. The 
chairman is required to specify the time and 
place of the meeting and the proposed 
agenda, a copy of which must be sent to the 
price executive. Only exceptional meetings 
are permitted to be held on shorter notice 
than ten days. 

The administrator or price executive may 
call a meeting for purposes of consultation 
and designate an appropriate member of the 
staff as the representative of the Office of 
Price Administration to conduct the meet- 
ing. Other members of the OPA staff are 
permitted to attend meetings together with 
members of the staff of other agencies, upon 
written invitation. 

Members of committees “may not select 
non-members as alternates to act in their 
place.” Action taken by the members of a 
committee is not recognized unless a quo- 
rum of two-thirds of the total membership 
is present. 

The administrator regards action of the 
committee as official only when such action 
is determined at meetings duly called in 
accordance with the Regulation and favor- 
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ably voted upon by a majority of the mem- 
bers present. 

[he adoption by the committee of a re- 
port or recommendation agreed to by a 
majority of the members of a standing sub- 
committee present at a duly called meeting 
may be by mail. However, if any member of 
the committee so requests in writing, the 
chairman is required to place the proposed 
action upon the agenda of the next meeting 
for general discussion. All recommendations 
of the committee are filed in triplicate with 
the secretary of the OPA. They must be 
signed by the chairman and be certified to 
the effect that a majority of the members 
present at a duly held meeting have voted in 
favor of such report or recommendation. 
Minority reports are recorded in the same 
manner. Subcommittee reports may not be 
made directly to the administrator. How- 
ever, if a committee refuses to adopt the re- 
port of a subcommittee, the chairman of the 
subcommittee may transmit the report and 
recommendations to the price executive to- 
gether with a notation of its failure of adop- 
tion by the committee. 

Minutes of the meeting are required to be 
kept by the secretary. Within fifteen days 
after a meeting called by the chairman, trip- 
licate copies must be filed with the secretary 
of OPA. After a meeting for consultation 
called by the administrator or price execu- 
tive, copies of the minutes must be sent to 
the chairman of the committee. 

The committees are permitted to request 
and receive contributions for their mainte- 
nance. Such expenses as salaries and travel 
and staff are permitted. The committee may 
state a specific sum which seems to represent 
a particular company’s fair share of the ex- 
pense and must demonstrate to the company 
the basis of the figure being requested, but 
in the request the committee must state that 
the particular company need not contribute 
to the expenses of a committee unless it so 
desires. The financial reports of the com- 
mittee must be filed by the treasurer with 
the secretary of OPA within thirty days after 


March 31 and quarterly thereafter. Such re- 
ports show the assets and liabilities of the 
committee and the committee's receipts and 
disbursements during the three preceding 
months. The OPA does not contribute to 
committee expense. 

In addition to the Regulation above de- 
scribed, the administrator of OPA has is- 
sued OPA Operating Order No. 9, which 
further implements the procedure for form- 
ing and operating committees. This order 
requires that the price executive of each 
commodity or service branch determine the 
appropriateness of certain industry advisory 
committees in consultation with the chair- 
man of the Industry Council. The price 
executive must submit a plan, including a 
list of additional industry advisory com- 
mittees, for effective coverage of the in- 
dustries for which he is responsible to the 
chairman of the Industry Council for ap- 
proval. The proposed members of com- 
mittees are also submitted to the chairman 
of the Industry Council for approval. The 
administrator has delegated this authority 
of approval to the chairman of the Industry 
Council, Mr. Louis H. Harris. 


WPB and OPA Procedures Compared 


pe WPB procedures have been in use 
and in evolution since April, 1941, they 
may be studied for results being accom- 
plished. This is not the case with the new 
OPA procedures, which were not made ef- 
fective until June, 1943. However, it may 
be worth while to indicate the important dif- 
ferences between the procedures developed 
in WPB and those contained in the new 
order of the administrator of OPA. They 
are as follows: 

1. The authority for operating com- 
mittees in WPB and in WFA is based on 
correspondence with the Attorney General, 
while OPA received authorization in its Act 
passed by the Congress. 

In this connection, it is noted by the edi- 
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tor of Bernard M. Baruch’s American In- 
dustry in the War (p. 116) that 

some authorities in Washington believe that the 
Attorney General can give protection for specific 
action by committees of industry; but other au- 
thorities believe that, as far as the courts are con- 
cerned, such authorization would be valueless. Mr. 
Baruch believes the problem should be solved by 
an amendment to the Sherman antitrust act per- 
mitting industries, at the request of the Govern- 
ment, to get together for specific purposes, such as 
the carrying out of price and priority regulations, 
conservation, conversion of facilities, and the adop- 
tion of substitutes. 

It is to give these war service committees a full 
legal status, and to dissipate the cloud of the Wis- 
consin oil decision, that Mr. Baruch believes it 
best to obtain congressional sanction. 

2. WPB has only one kind of meeting, 
which is presided over by the government 
presiding officer. OPA has two types, one 
presided over by the industry chairman and 
the other by a representative of the OPA 
staff. 

3. OPA recognizes standing subcom- 
mittees, which are equivalent to WPB's seg- 
ment committees, and its temporary sub- 
committees may be similar to WPB’s “task 
groups” which are appointed by special let- 
ter authorizing two or three members of an 
industry to report on special and non- 
recurring problems. 

4- OPA requires the filing of formation 
and appointment papers and minutes of 
meetings with the secretary of OPA, with a 
copy to the price executive. WPB central- 
izes the administrative phase of committees 
but decentralizes the execution of recom- 
mendations to the operating divisions or the 
government presiding officer. 

5. OPA permits the committee to finance 
its operations, while WPB looks to each in- 
dividual member of a committee to finance 
his own expenses. This permission of OPA 
seems directed at helping to relieve the small 
manufacturer of some of the expense of com- 
mittee work. All agencies using committees 
of industry are also confronted with the 
question of cost of attendance by west coast 
producers. There is some indication that 
WPB committees may be permitted, with 
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proper controls in effect, to meet in othe; 
cities than Washington when subjects to be 
discussed are strictly of an operational 
nature, 
= use of industry committees by govern. 
ment agencies has demonstrated thei; 
usefulness to the government; yet their de- 
velopment by various agencies with dif 
ferent rules and regulations, unless checked. 
will tend to confuse rather than to clarify 
the relation of industry to the government, 

The alternative to permitting agencies to 
develop their own and differing regulations 
seems to be the strengthening of a central 
office on committees, such as the one now 
operating in WPB. This would tend to the 
development of uniform rules and regula- 
tions for the operations of committees and 
the conduct of meetings, and the evolution 
of future procedures would be based upon 
an intensive experience in committee forma- 
tion and operation. It seems unfortunate 
that the contact of industry to the federal 
government cannot remain reasonably uni- 
form so that the problem of an industry 
member in his relations to the government, 
especially during the emergency period, 
may remain clear and understandable. 

The process of approving committees and 
calling meetings from a central point would 
prevent an industry from having two or 
more committees representing it before 
various agencies. It would permit consider- 
able saving of time and expense of industry 
in that any number of agencies might meet 
with one committee at the same place at a 
prearranged time, but at the same gathering 
of the committee. Reciprocally, the com- 
mittee might request a hearing with any 
agency while it is meeting for other pur- 
poses. 

If the basic principles of committee ope- 
rations do not become confused because of 
varying rules and regulations, a process in 
government may yet crystallize that will 
furnish government officials and industry 
executives a democratic way of reconciling 
differences and planning together for na- 
tional safety and the public welfare. 
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Water Over the Dam 


By Charles S. Ascher, National Housing Agency 


Tue TENNESSEE VALLEY AUTHORITY: A STUDY 
IN PUBLIC ADMINISTRATION, by C. HERMAN 
PrircHETT. University of North Carolina 
Press, 1943. Pp. xiii, 333. $3.50. 


R. PRITCHETT’S fluently written book com- 
D memorates the rounding out of the first 
decade of the TVA. How much water has 
flowed over how many dams since those excit- 
ing days in 1933 when the President proposed 
to the Congress legislation to create a Tennessee Valley 
Authority—a corporation clothed with the power of gov- 
ernment but possessed of the flexibility and initiative 
of a private enterprise. It should be charged with the 
broadest duty of planning for the proper use, conser- 
vation, and development of the natural resources of the 
Tennessee River drainage basin and its adjoining terri- 
tory for the general social and economic welfare of the 
Nation. 


The air was charged with the vibrations of five- 
year plans. In his Portland campaign speech 
the President had suggested “four great Gov- 
ernment power developments” which would 
“be forever a national yardstick to prevent ex- 
tortion against the public and to encourage 
the wider use of that servant of the people— 
electric power.” In an earlier, less widely 
known speech at the Institute of Public Affairs 
at the University of Virginia—a friendly chat 
with scholars and gentlemen in McKim’s ad- 
dition to Jefferson’s classic halls—he had shown 
a sympathetic understanding of the basic phi- 
losophy of regional planning that clearly fore- 
shadowed the TVA and made planners greet 
its creation as almost millennial. And yet so 
little was the significance of the TVA under- 
stood that the chairman's first press conference 
in Washington attracted only a dozen corre- 
spondents—those from Valley newspapers, of 
course, and a few from the paint and fertilizer 
trade journals. 

Presently 15,000 men were at work, building 
Norris Dam, experimenting with phosphate 
for fertilizer, developing the strategy of a 
power program with the private companies 


and the Supreme Court as the constant threats 
on their flanks. The enterprise moved forward 
in an atmosphere of highest dedication. A dis- 
tinguished foreign correspondent of a not too 
sympathetic Chicago newspaper, sent to visit 
the Tennessee Valley, reported that it was the 
only place in the United States that gave him 
the sense of what the Russians called “Ameri- 
kanskoyé tempo.” No aspect of “the general 
social and economic welfare” was too trivial to 
be regarded as part of the total enterprise. In 
the model town of Norris there must be a drug- 
store: a committee of the American Pharma- 
ceutical Association was invited to advise upon 
the merchandise to be displayed, for, in the 
words of the chairman, the TVA proposed to 
offer no drugs that it could not sell with self- 
respect. 

Then came stormy days. A score of lawsuits, 
with their allegations of unconstitutionality, 
threatened the integrated power program and 
made distribution by the TVA seem a hardly 
realizable dream. The best the lawyers hoped 
for (and the most they won in the Ashwander 
case) was that flood control, navigation, and 
defense would carry subsidiary and corollary 
hydropower along with them; a contract for 
interchange of power seemed dangerous; steam 
generation by TVA out of the question. The 
maneuvers with Mr. Willkie made the head- 
lines. 

So did “the strange case of Arthur E. Mor- 
gan,” as Pritchett calls it. The congressional 
investigation that he precipitated, oddly 
enough, didn’t. It dragged on, producing 
fifteen volumes of report, but nothing spicy. 
And at that point the TVA pretty well disap- 
peared from the headlines. With Grand Coulee 
the latest wonder, we rub our eyes to read that 
in mid-1942 the TVA had 40,000 men at work, 
its generating capacity scheduled to reach two 
million kilowatts by mid-1944 with a system of 
twenty-three dams that will suck power out of 
the same water ten to twelve times. And we 
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refuse to credit our eyes when we read that in 
the fiscal year 1941 “steam generated power 
supplied more than one-fifth of T.V.A. gross 
generation.” Shades of Ashwander! 

Pritchett feels impelled to begin his story a 
hundred years ago with the first proposals for 
improvement of navigation on the Tennessee 
River; and he develops, as though they were 
essential to an understanding of the TVA, the 
many attempts by Congress to make some use 
of Muscle Shoals in the 1920's. Actually, it 
seems to this reader that Roosevelt's proposal 
in 1933 was so basically different in approach 
and scope as to render much of this history 
irrelevant. The oddest thing in the story is the 
absence of executive leadership in dealing with 
Muscle Shoals prior to 1933. Industrialists and 
army engineers made proposals directly to con- 
gressional committees; the chief role of Presi- 
dents seemed to be to veto bills. 

The first half of Pritchett’s book describes 
the TVA’s program. Without an understand- 
ing of this and of its development, one could 
not consider intelligently or appraise fairly the 
adequacy of the TVA’s organization and ad- 
ministration to execute it. He presents the 
program so as to emphasize its administrative 
implications. Thus, in his chapter on water 
control he makes clear the possibilities of con- 
flict with the power program. At least one oc- 
casion is recorded on which the operating staff 
at Norris Dam ignored instructions from the 
chief system operator at Wilson Dam to draw 
down the Norris Reservoir, “due presumably 
to the reluctance of the power personnel to see 
good water released and, from their point of 
view, wasted.” 

It is under the head of “Water Control on 
the Land” that Pritchett treats of the TVA 
fertilizer program, describing the demonstra- 
tions on 35,000 farms in twenty-seven states that 
the good Dr. H. A. Morgan promoted to con- 
vert farmers to superphosphates. Of this typical 
agricultural extension program Pritchett re- 
marks, “Obviously, a fundamental decision 
remains to be made as to the future method of 
conducting the Authority's fertilizer activities. 
The present quasi-developmental status can 
hardly be maintained indefinitely.” 

Power, of course, has a central place in the 
story: first, “Finding a Market,” then, “Oper- 
ating Problems.” For six years the threat of 
unconstitutionality cast a shadow upon the 
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program. The issue twice went to the Supreme 
Court. And yet, the second major test ended 
“without any final determination of the issye 

left unsettled by the Ashwander decision”: 

and Pritchett is forced to record that “the con. 

stitutionality of the TVA, once so pressing ay 

issue, was finally established by default.” 

The operating problems of the TVA power 
program are the subject of a whole book }y 
Ransmeier, reviewed in the last issue of this 
Review. (It isa commentary on the many facets 
of the TVA that entire volumes can be written 
about it that barely traverse common ground 
Pritchett summarizes the scholastic disputa. 
tion that went on for years over the allocation 
of joint costs, preventing any realistic power 
accounting till 1938. Despite an initial “rather 
uncritical acceptance” by the TVA officials ir 
was apparent by 1939 to those most concerned 
that the “‘yardstick’”’ concept was “‘a will-o’-the- 
wisp which lends itself admirably to propa- 
ganda purposes, but the pursuit of which could 
end only in a bog of discussion, of claims and 
counterclaims.” Pritchett entitles this part of 
his story, “Exit the Yardstick.” 

The last aspect of program that Pritchett 
presents before moving to a discussion of ad- 
ministration is “Regional Planning and De- 
velopment.” This concept was the great big 
something that the President added to a dec- 
ade’s fumbling with the disposal of Muscle 
Shoals: the TVA was to “be charged with the 
broadest duty of planning for the proper use 

. of the natural resources of the Tennessee 
River drainage basin.” Pritchett can trace back 
and isolate many strands in the TVA pattern, 
but he is at his weakest in his failure to relate 
the TVA conception of planning to its origins. 
He can distinguish TVA from earlier city plan- 
ning and from that type of “regional” planning 
that deals merely with a conurbation instead of 
a municipality. He seems unaware of, or fails 
to bring into focus, the intellectual movements 
represented by Geddes, Farquharson, Branford 
in Britain, Brunhes (“Human Geography’) in 
France, Mackaye (“The New Exploration”), 
Mumford, Wright (New York State report of 
May, 1926), Odum and others in this country. 
Barrows had used the phrase “human ecology” 
in a presidential address before the geographers 
well before 1933. Whether or not the Presi- 
dent had read these books, those who had a 
hand in drafting the planning sections of the 
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TVA Act had! Oddly enough, in a different 
context, Pritchett shows his awareness that as 
Governor of New York “to a degree unique 
mong public officials, Roosevelt was affected 
by the mental climate of the time and familiar” 
with “planning” in this sense (p. 27). He had 
initiated programs for soil surveys, for the re- 
tirement of submarginal land to forests, and 
for the simplification of rural local govern- 
ment. 

Perhaps it does not matter, because TVA did 
not organize itself in terms of this larger con- 
ception. Pritchett quotes (with apparent ap- 
proval) a statement of the first director of the 
land planning and housing division that “TVA 
is not primarily a regional planning agency.” 
It was claimed that the grant of power in the 
\ct was inadequate; there was reluctance to 
ask Congress for funds for plans not related to 
dams or fertilizer. “In other words,” says Prit- 
chett, “planning in the TVA has manifested 
itself principally in guiding and controlling 
the construction program and other develop- 
mental activities.” No matter how the chief 
IVA planner used the term, the planning of 
the Authority has been broad enough to in- 
clude recreation and freight rates, the stimula- 
tion of cooperatives, and widespread coopera- 
tion with state and local governments. 

Pritchett faces up to the inevitable questions 
about “The Regional Approach.” But even 
after a decade, the answers are not clear. TVA 
cuts across federal functional organization: 
indeed, the report of the minority of the con- 
gressional investigating committee proposed 
returning Dr. H. A. Morgan's beloved fer- 
tilizer program to the Department of Agricul- 
ture and the dams to the Corps of Engineers. 
here is no formal representation of local resi- 
dents on the board of directors; but even if 
there were, it “would inevitably leave such a 
regional authority an essentially external, 
superimposed agency, which could carry on its 
benevolent role in the region without ever 
really becoming part of the region.” Pritchett 
wisely wastes few pages trying to define a 
region. The Act specifically refers to territory 
outside the watershed; the TVA is building a 
calcium metaphosphate plant at Mobile to be 
near the large Florida reserves of rock; it sells 
power to Memphis. And “all the numerous 
legislative efforts . . . to duplicate the TVA in 
other watersheds have so far come to nothing.” 


He concludes: “Exciting and illuminating as 
the TVA regional experiment has been, . . . its 
usefulness as a precedent appears somewhat 
limited.” 

These, then, were the highlights of the pro 
gram. In the next 160 pages, Pritchett deals 
with its administration. He has wisely chosen 
four highlights here: “Administrative Organ- 
ization”; “T.V.A. and the President”; “Corpo- 
rate Freedom”; and “Personnel Administra- 
tion.” 

In discussing the first two of these topics, 
Pritchett has achieved a nice balance. He has 
not succumbed to the temptation to over- 
dramatize the colorful personalities of the 
board members and to play up their difficul- 
ties; yet his treatment makes clear how futile 
can be a discussion of organization as control 
that disregards personalities. 

In his preface Pritchett, with commendable 
honesty, “readily admits to a bias in favor of 
the TVA and what it has done.”’ So does this 
reviewer. It seems, however, a little too far on 
the side of Dr. Pangloss to spend a page main- 
taining that the merger of policy-formulation 
and administration in the hands of three men 
with coordinate authority “may well” have 
been “the best temporary solution of the or- 
ganizational problem.” He argues: 

It is probable that if administrative control had been 
centralized in some fashion when the corporation was 
just getting under way, the complicated nature of the 
program and the necessity for working out administra- 


tive relationships would have acted as a real brake on 
progress. 


Pritchett knows better, because he quotes else- 
where with warm approval the subsequent gen- 
eral manager's description of his own job: “to 
see that the right minds, the right subject mat- 
ters, come to bear in the right sequence to lead 
up to the best decisions.” 

Indeed, as early as 1935 Pritchett’s mentor, 


“ 


Dimock, publicly pointed to the “rather ob- 
vious . . . remedy for the Authority's adminis- 
trative ills’: the appointment of a general 
manager. It may perhaps now be told that this 
obvious proposal was advanced prior to the 
board's first meeting; that the chairman's com- 
ment was that he would be for the idea if the 
right person could be found; that a candidate 
was suggested whom he heartily approved, but 
who proved to be unavailable because he had 
just committed himself to an important post 
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in the NRA. It may be, however, that the per- 
sonal concern of the other two directors with 
fertilizer and power might have made them 
reluctant to delegate administrative responsi- 
bility to the person approved by the chairman. 
(This is all good cracker-barrel, hot-stove 
league stuff.) 

Pritchett traces briefly the shifts, rearrange- 
ments, and “reorganizations” of “internal ad- 
ministration,” omitting all details of the work 
of the operating departments. The frequency 
of the changes he attributes to the enthusiastic 
spirit of the staff, “a spirit which expressed it- 
self in constant re-appraisal of administrative 
effectiveness and a search for administrative 
methods that would have the most meaning in 
terms of the total T.V.A. program.” 

The next two chapters deal with external 
controls of TVA—basic questions to investigate 
in an administrative study of a federal regional 
corporation: its relations to the executive, to 
the Congress, to the Comptroller General, to 
the Civil Service Commission. 

The President’s relationship to the TVA 
“has been a very close one. . . . The occasions 
when . . . presidential intervention occurred, 
or was requested, were fairly numerous.” Prit- 
chett mentions the President’s several visits to 


the Valley, his frequent consultation with the 
chairman and other directors in the early years 
of the program, “which was obviously very 
close to his heart.’” Twenty-three pages are de- 
voted to the “‘most dramatic example of presi- 
dential intervention . . . his removal of its first 


chairman . . . in 1938.” The episode is psycho- 
logically fascinating. The courts ultimately de- 
cided that the President had the authority to 
act as he did. But for the student of administra- 
tion the chief emotional reaction is one almost 
of consternation at the clumsiness of the con- 
trol device. Pritchett sees “administrative 
autonomy” as the truly basic issue. He argues 
for the exemption of the TVA from the reor- 
ganization plans of 1939 whereby “the general 
goal of bringing the independent corporations 
within the departmental organization was 
largely achieved.” But he is honest enough to 
see that “the ultimate test of autonomy for 
regional development, conservation, and 
power agencies would come if five or six au- 
thorities of this kind were set up throughout 
the country.” 

The congressional conference report on the 
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TVA bill said: “We intend that the corpora. 
tion shall have much of the essential freedom 
and elasticity of a private business corpora. 
tion.” Pritchett in an earlier article in thi 
Review has expounded “The Paradox of the 
Government Corporation,” which is the sub. 
ject of his next chapter. “In actual practice,” 
he has to confess, “the quest for corporate free. 
dom turned out to be only partially successful.” 
Indeed, so long as the Authority is dependent 
upon congressional appropriations, how can 
it expect to have “corporate freedom”? The 
directors early accepted a “pattern of appropri. 
ation control” whereby the estimates presented 
to Congress were to be not merely a guide, but 
binding, “unless some great emergency hap. 
pened.” 

Pritchett believes that it would have been 
sounder for the TVA to obtain more of its 
capital funds through borrowings upon which 
interest and amortization were to be paid. But 
half the first decade elapsed before it was de. 
termined what charges were to be made against 
power; and litigation obscured the ultimate 
power program. Reporting to Congress and 
the presentation of estimates to Congress have 
been equally obscured and have accordingly 
forced a position of dependency. 

Again, nearly the whole decade was be. 
clouded by a running controversy with the 
General Accounting Office, to which Pritchett 
devotes fifteen pages. Harvey Mansfield 
covered most of this material in his study, The 
Comptroller General, with perhaps a freer 
release of the comic spirit which the whole 
episode almost inevitably calls up. Pritchett 
believes that although the TVA was made 
definitely accountable under the Budget and 
Accounting Act by the amendment of Novem- 
ber, 1941, it may be said to have won “a reason- 
able victory for the cause of corporate 
freedom”; not a knockout, but a decision on 
points. 

Pritchett chooses as his final administrative 
highlight the personnel administration of the 
TVA. It is instructive to recall that the op- 
ponents of government management of Muscle 
Shoals argued that a government enterprise 
was in a dilemma; the civil service system 
would bring inefficiency, the lack of civil serv- 
ice would bring a spoils system. “Apply civil 
service rules . . . if you please,” said Senator 
Wadsworth, “but do not hope to pay divi- 


dends.” ‘ 
believing 
side the 
out this 
beginnin 
policies 
office, de 
tion and 
enmeshe 
constant 
bv this 
lationsh 
ofhices a 
line dep 
tion thi 
year by 
pattern 
in 1940 
who, W 
respons 
sonnel 
was fo 
ber, 1g 
Of tl 
this de 
as far a 
himsel 


If the 
influenc 
true the 
play of 
mistake 
even th 
the rule 
tion. Ir 
ministr 
dates W 
as opp 


respect 
to the 


For 
the pi 
tive | 
has u 
is the 
pages 
progt 


mucl 
ing | 
oper 





BOOK REVIEWS 267 


dends.” Senator Norris was “almost alone” in 
believing that a merit system was possible out- 
side the protection of civil service. To carry 
out this difficult task, the directors from the 
beginning concentrated control of personnel 
policies and methods in a central personnel 
ofice, despite the early howls of the construc- 
tion and engineering supervisors that they were 
enmeshed in red tape. Pritchett’s chapter shows 
constant wrestling with the problems created 
by this organization, particularly those of re- 
jationships between the central office and field 
ofices and between the personnel office and 
line departments. As in the over-all administra- 
tion there has been frequent reorganization, 
year by year, trying to find the most satisfactory 
pattern. Pritchett thought it had been achieved 
in 1940 by the device of “personnel officers,” 
who, while in the personnel department and 
responsible to it, were in fact directors of per- 
sonnel for the operating departments; but he 
was forced to add a footnote as of Decem- 
ber, 1942, reporting a further reorganization. 

Of the TVA merit system Pritchett expresses 
this delicately balanced judgment (it is about 
as far as this confessed admirer of TVA permits 
himself to go in reflecting criticisms of it) : 

If there has been scarcely a chemical trace of political 
influence in T.V.A. appointments, it is undoubtedly 
true that there have been limited opportunities for the 
play of personal favoritism, or amicism. It would be a 
mistake to make too much of this point, however, for 
even the civil service system, with ranked registers and 
the rule of three, is not immune to judicious manipula- 
tion. In the T.V.A. there has been on the part of ad- 
ministrators on some occasions a preference for candi- 
dates whose abilities they knew from prior acquaintance 
as opposed to unknown applicants. This is not in all 
respecis an undesirable practice nor completely contrary 
to the merit and efficiency principle. 


For the employee relationship policy and 
the pioneering work of the Authority in collec- 
tive bargaining by federal agencies Pritchett 
has unreserved praise. The best test, indeed, 
is the splendid record of only four work stop- 
pages in eight years on a gigantic construction 
program, one of which lasted only forty min- 
utes. 

Yet Pritchett is constrained to say that “there 
is a danger . . . that the T.V.A. case for ex- 
emption from civil service will prove too 
much.” The nearer the agency comes to shak- 
ing down into “a relatively small and stable 
operating and planning organization,” the 


stronger will be the case for civil service. 
Senator Norris has said so; Leonard White so 
reported in 1938; indeed, the Knoxville local 
of the United Federal Workers of America so 
concluded in 1940. 

What, after a decade of depression and war, 
is the meaning of the TVA? Pritchett sees it 
first as a symbol: “at a time when the world is 
largely out of hand, the TVA symbolizes man 
in control of his environment and directing his 
destiny.” This symbolic value “has been 
heightened by the stirring architectural treat- 
ment accorded its projects, . . . a truly public 
architecture, created by public employees for 
a public purpose and public enjoyment.” 

Next, it is an instrument, part of the “gi- 
gantic re-tooling job” that has constituted the 
New Deal: demonstrating that government 
can act affirmatively to provide its citizens free- 
doms of choice without the compulsion of 
poverty and ignorance. 

Finally, to Pritchett, it is a portent: “It is 
well to have it proved so dramatically that 
planning can grow out of popular consensus 

. ; it is good to have such a striking demon- 
stration that public control is compatible with 
eficiency.”’ Already there is talk—pro and con 
—of TVA’s on the Danube in the postwar 
world. 

For one reader, at least, this chronicle has 
another significance as “a study in public ad- 
ministration.” The TVA was to herald a new 
approach to regional planning; a decade later 
its chief planner denies that it was primarily 
a planning agency. It was to provide a “yard- 
stick” for power; that concept has proved a 
“will-o’-the-wisp.” Conceived at best as a pro- 
ducer of hydropower corollary to flood control, 
it was eight years later a large producer of 
steam-generated power. The constitutional is- 
sue that beclouded its first five years was ulti- 
mately dissipated by default. It was to make 
use of the Muscle Shoals nitrogen fixation 
plant; instead, it has built a phosphate plant at 
Mobile. It was to be an exemplar of “corporate 
freedom”; yet it is subject to the Comptroller 
General and there are strong voices heard to 
say that it would not be harmed if it were 
subjected to civil service: it has never been 
free from appropriation control by Congress. 
It was to be a portent of regional develop- 
mental organization; yet “its usefulness as a 
precedent appears somewhat limited” and no 
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replica of it seems likely to appear. Its adminis- 
trative organization, its personnel administra- 
tion, have been in constant flux. 

Yet its accomplishments are magnificent and 
the author is on sound ground when he says 
that “the T.V.A. has on the whole been ad- 
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ministered with a degree of honesty, compe. 
tence, imagination, and purposefulness seldom 
equalled in the history of American publi: 
administration.” Is this not the paradox, nay 
the ultimate mystery of public administration 
we build, but we know not what we build 


Liberty and Science 


by Horace S. Fries, University of Wisconsin 


THE MACHIAVELLIANS, DEFENDERS OF FREEDOM, 
by JAMEs BurNHAM. John Day Co. 1943. Pp. 
270. $2.50. 


R. BURNHAM is the author of what Fortune 
M called the most debated book of 1941, 
The Managerial Revolution. This book, the 
reader may recall, aimed to establish the thesis 
that modern society is undergoing a funda- 
mental social revolution. By means of an 
analysis of the technical requirements of our 
economic interdependencies it was claimed 
(and shown, I believe) that social and political 
power is shifting from the owners of capital 
into the hands of the managers of industry. As 
sovereignty passes to them, they become the 
government—in effect, and largely in name, 
also. It was further emphasized that managerial 
rule, once management becomes conscious of 
its power, would be for the power and privilege 
interests of the ruling class. 

The Machiavellians is a historical and po- 
litical analysis designed to establish the general 
historical and political principles which under- 
lie this thesis. However, as the subtitle indi- 
cates, a new note is introduced and emphasized 
here: the defense of liberty. Democracy, in the 
sense of self-rule by the masses, is said to be 
impossible. A realistic, Machiavellian analysis 
of history reveals not only that it never has 
existed, but also an “iron law of oligarchy” 
which states that self-rule never can exist. How- 
ever, “the rule of an élite will coincide now 
more, now less with the interests of the non- 
élite. Thus in spite of the fact that the primary 
object of every élite is to maintain its own 
power and privilege, there are nevertheless real 
and significant differences in social structures 
from the point of view of the masses” (p. 225). 


The amount of liberty which prevails in a 
given society will be one distinguishing trait 
Liberty is “the security of individuals against 
the arbitrary and irresponsible exercise of 
power” (p. 226). But it is difficult for any 
ruling class to aim at, let alone to achieve, 
liberty for the masses. For one of the most 
important and profound Machiavellian con. 
tributions, Mr. Burnham tells us (p. 110), is 
Mosca’s idea that liberty can prevail “onl) 
where there are at work various and opposing 
tendencies and forces, and where these mu- 
tually check and restrain each other.” The 
formal structure of laws and constitutions has 
nothing to do with liberty. And if one tend- 
ency or force becomes dominant enough to 
swallow up or shut off opposition, liberty is 
bound to disappear. Liberty cannot exist 
within authority. Only power can control 
power. Unfortunately, it is too easy for an 
élite to identify, in its own mind, its own power 
interests with the interests of society. It thus 
tends to treat any opposing force within society 
as an opposition to the interests of society. 

Following Mosca, Mr. Burnham cites two 
opposing principles and two opposing tend- 
encies which are present in different and 
varying proportions in any society. The “auto- 
cratic” principle means that officials and 
social leaders are appointed by those above. 
The “liberal” principle means appointment by 
those below. The “aristocratic” and “demo- 
cratic” tendencies function independently of 
the principles. Within the former the leaders, 
however chosen, come from the élite; within 
the latter they come from the masses. Which of 
these principles and tendencies will be domi- 
nant in any given society will depend upon two 
sets of factors. One of these sets is the historical 
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conditions beyond the control of men; the 
other is the way the élite manages its own al- 
fairs, which, in turn, depends upon their intel- 
ligence and their use of the scientific method. 

Since uncontrollable historical conditions 

determine in part the operation of these prin- 
ciples and tendencies, the human consequences 
which can be controlled, within these limits, 
will depend upon the decisions of the élite. 
Thus by the scientific use of these principles 
the élite can determine that its rule will more 
or less coincide with the interests of the masses. 
In theory it can permit and even promote a 
conflict of forces and thus defend and increase 
the liberties of men. But with the demise of 
capitalist competition and control this would 
require a decentralization of state control, with 
division of economic forces among manage- 
ment, workers, consumers, or different branches 
of industry. Mr. Burnham believes such a dis- 
tribution of forces to be possible, but he cer- 
tainly does not show how it can be achieved. 

Furthermore, even a scientific élite faces a 
serious dilemma. An integrated society requires 
a prevalent belief in some basic myth such as 
self-government, progress, divine favor, etc. Yet 
a scientist must reject such beliefs. This is dif- 
ficult for an élite to do—as illustrated by the 
present governments of the Soviet Union, Ger- 
many, Great Britain, and the United States. 
For there is a tendency for the deceivers to 
become self-deceived, and thus to lose the 
powerful aid of scientific analysis. If the élite 
does remain scientific, it is difficult for it to 
promote belief by the masses because of its own 
want of faith in the myth. 

The refusal to confuse mythological ideals 
with the realities of social forces is one of the 
chief characteristics of the Machiavellian ap- 
proach. The trouble with practically all polit- 
ical theorists is their failure to make this 
distinction and their consequent interpretation 
of political theories and documents at their 
face value or in terms of their professed mean- 
ings. In Part I Mr. Burnham presents an analy- 
sis of Dante's political views and relates them 
to the relevant political realities of the time, 
in order to bring out this difference between 
what is called the “formal” and the “real” mean- 
ing of political writings. Part II shows how 
Machiavelli, by searching for the “real” mean- 
ings of ideals and theories, avoided the mytho- 
logical fallacy. Parts III, IV, V, and VI are 


devoted to a development and application of 
Machiavellian principles through the works of 
Mosca, Sorel, Robert Michels, and Pareto. 
Needless to say, these men are taken to be the 
leading Machiavellians of recent thought. It is 
of considerable significance that no American 
appears among them. 

Part VII, “Politics and Truth,” constitutes a 
general summary and pointing up of the con- 
clusions and major applications to the social 
revolution we are now undergoing. Thirteen 
basic Machiavellian principles are cited. These 
include the belief in and use of an objective 
science of politics and society. This method re- 
veals that the primary subject-matter of po- 
litical science is the struggle for social power in 
various open or concealed ways. The struggle 
is carried on by a minority or governing élite 
whose primary object is always to maintain its 
own power and privilege. This power is won or 
preserved by force, open or hidden, or by de- 
liberate or unintentional fraud. It finds its 
social support in the belief of the masses in 
some correlated religion, ideology, or myth. 
For, as Pareto emphasizes, practically all 
socially significant behavior is nonlogical; that 
is, it is not a deliberate choice of means in 
pursuit of a definitely envisaged goal. If and 
as the rule of the élite tends to coincide with 
the interests of the masses, three significant 
consequences ensue: the society becomes 
stronger against external forces, material and 
cultural advance occurs, and liberty prevails. 
The opposition between the aristocratic and 
democratic tendencies is such that the latter 
predominates in the long run, thus assuring 
continuous change in the structure and person- 
nel of the élite. Periodically the changes be 
come very rapid, thus constituting social 
revolution (a pale description of a revolution, 
it would seem). But it is to be remembered that 
the long-run dominance of the democratic 
tendency cannot mean self-rule by the non- 
élite and that liberty and progress obtain gen- 
erally only where there is uncontrolled conflict 
of forces within a society. 

* * * 


It is dificult for me to see how a precarious 
balance of uncooperating, unguided forces can 
afford security against arbitrary and irrespon- 
sible consequences. In pre-evolutionary days, 
when men could believe in eternal economic 
“laws” as fixed guides of economic processes, 
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such a belief in external freedom was theo- 
retically feasible. But Mr. Burnham has helped 
to show that laissez faire is a thing of the past. 
Perhaps it will aid us in criticizing the Machia- 
vellian idea of liberty if we make use of some 
of John Dewey's basic ideas. As we shall see, 
the question cannot be separated from the ques- 
tion of the meaning of science. Mr. Burnham 
seems to realize that an important issue rests 
here, although neither in this book nor in The 
Managerial Revolution does he take the 
trouble to face it. For he recognizes, “as Pro- 
fessor Dewey has often shown” (p. 260), that 
the question of self-government is intimately re- 
lated to the question of the wider use of the 
scientific method. One reason why self- 
government is impossible, according to Mr. 
Burnham, is that the masses cannot think sci- 
entifically. 

In an important but little known essay called 
“Authority and Social Change”? Dewey dis- 
cusses the concept of freedom and its relation 
to science and authority. We cannot present 
here even a brief summary of the pragmatic 
interpretation of freedom and science. But for 
those who have faith that there is something 
unique about the American in contrast with 
the Old World tradition, we may be able to 
demonstrate that there is a genuine issue to be 
faced. 

To separate the field of freedom from the 
field of authority, as Mr. Burnham does, hides 
the real problem. “In effect,” as Dewey says 
(pp. 344-45), “authority stands for stability of 
social organization by means of which direc- 
tion and support are given to individuals; while 
individual freedom stands for the forces by 
which change is intentionally brought about.” 
Freedom and authority are organically related. 
Unless we can see our way to conceiving of 
freedom incorporated with authority, “the old 
struggle between social organization and in- 
dividual freedom, with the oscillation from 
one principle to the other” will simply be re- 
peated once more today (p. 357) . 

What concept of freedom within authority 


! Published in Authority and the Individual (pp. 170- 
190) of the Harvard Tercentenary Publications and re- 
printed in Intelligence in the Modern World, John 
Dewey’s Philosophy (pp. 343-363), edited by Joseph Rat- 
ner as a Modern Library Giant, 1939. The page refer- 
ences of the two passages from Dewey are to this latter 
book. Perhaps the most cogent analysis of the relation 
between science and democracy is to be found in Dewey's 
Freedom and Culture (G. P. Putnam's Sons, 1939). 


does Dewey suggest as a way of supplanting the 
swinging historical pendulum? And why do 
the Machiavellians, with their emphasis op 
science and liberty, fail to consider this alterna. 
tive? The answer to both these questions 
centers in the method of science. The Machia 
vellians fail entirely to understand this method 
when experimentation is considered to be its 
basic aspect. Describing the nature of social 
and political science, Mr. Burnham says: 

Such a science will describe and correlate observable 
social facts, and, on the basis of the facts of the past, will 
state more or less probable hypotheses about the future 
Such a science will be neutral with respect to any prac 
tical political goal: that is, like any other science, its 
Statements will be tested by facts accessible to any ob 
server, rich or poor, ruler or ruled, and will in no way 
be dependent upon the acceptance of some particular 
ethical aim or ideal [p. 223]. 


One way of stating the shortcoming in the 
Machiavellian idea of science is to point out 
that it commits the fallacy of crude empiricism. 
It looks to existing facts to correlate them into 
principles and hypotheses on the basis of which 
certain predictions can be made. Indeed, jt 
performs this function so admirably that one 
cannot but fear that Mr. Burnham's forebod- 
ing prophecies are all too likely to come true. 
But it leaves no place for the deliberate, 
imaginative reconstruction of the future as a 
means of testing and improving our knowl- 
edge. At no place in the account of scientific 
procedure does it set up ways and means of 
testing and reshaping the hypotheses and prin- 
ciples discovered. Mr. Burnham _ recognizes 
clearly enough that the method of science 
means a self-corrective procedure. But he fails 
completely to show how the political or social 
scientist is to aim at this crucial goal. 

It is far from accidental that when we do 
conceive of social science experimentally we 
find a basis for the idea of freedom as organi- 
cally related to authority. The reason for this 
coincidence can be clearly stated. Within the 
procedures of science, authority rests entirely 
in its self-corrective method. It does not de- 
pend upon individual scientists or upon scien- 
tists acting formally in a collective capacity 
and passing certain rules and regulations. In- 
dividual scientists respect the authority of the 
method and abide by it simply because they 
have learned that as the method is applied to 
the best of their ability, publicly and above- 
board, their mistakes and the mistakes of 
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others will gradually be corrected and its short- 
comings will be remedied as it is used to dis- 
cover new facts. Within the _ restrictions 
imposed by the method the scientist is free (as 
far as the method goes) to tackle any problem 
which his interests and abilities lead him to. 
The method itself is not experienced as an ex- 
ternal restraint, for it has become an intrinsic 
art of his scientific habits, interests, and atti- 
tudes. Within the scientific venture there are 
oppositions and differences. Indeed, tentative 
conflicts of opinions, hypotheses, principles, 
and facts are conditions which favor the 
growth of scientific control. The method can 
be described as an objective way of resolving 
conflicts. But both the oppositions and the 
freedom of the scientist occur within the flex- 
ible authoritative framework established by 
the habitual functioning of the method. 

As anthropology has demonstrated, no hu- 
man being can exist as human without the 
support and restraint of social-cultural realities 
-—of folkways and mores, as the sociologist 
might say. From the time of birth on, the indi- 
vidual’s growth consists of the continuous in- 
corporation of cultural factors in his very 
existence. Whether or not he will be free in his 
particular social setting will depend entirely 
upon the kind of social cultural factors he “in- 
herits” and their relation to existing economic 
and social conditions. The individual will be 
free, not to the extent that he avoids the re- 
straints of authority, but to the extent that 
coherent, controlling, and dependable social 
patterns can be incorporated within his inter- 
ests and aims in such a way that he can par- 
ticipate in the deliberate shaping of his future. 

The societies in which freedom seems to have 
flourished at some time in the past are those in 
which the prevailing social conditions at that 
point accidentally coincided with dominant 
human interests. Under such conditions inter- 
ests and aims can direct activity into prosperous 
channels. But when social conditions, as at 
present, become charged with irresolvable 
social conflicts, freedom disappears, frustration 
is rife, and we long for “the good old days” 
and turn to “new” forms of mysticism and 
escape, or perhaps we become cynics. The only 
way freedom can be reinstated is by the delib- 
erate resolution of conflict. 

Clearly, this is exactly the opposite con- 
clusion about the conditions of liberty reached 


/ 


by Mr. Burnham. If the method of science, con- 
ceived experimentally, can be made the method 
of politics, freedom will have secured the 
firmest foundation ever known in history. For 
the method of science is a stable yet flexible 
authority. And unless this can happen the fate 
of freedom must be resigned once more to the 
goddesses of fortune. On the other hand, if, as 
Mr. Burnham seems to believe, science is 
merely a method for increasing the accuracy of 
prophecies about the future, then at very best 
we can use it, as he does, only to try to prepare 
ourselves for an adjustment to the inevitabil- 
ities of fate. 

It is this Machiavellian misconception of 
science which seems to prevent Mr. Burnham 
from making a crucial distinction between 
scientific and mere political power. Since the 
time of Bacon it has been recognized that 
scientific knowledge means power over nature; 
that is, control of concrete transformations of 
one kind of energy into another or of one thing 
into another thing. Political power, however, 
unless and until it becomes scientific, may or 
may not be able to maintain political control. 
If it maintains control, then the decisions it 
makes must coincide to some extent with the 
scientifically uncontrolled course of social 
events. When social complications and changes 
become so great or so rapid that this coinci- 
dence is minimized, then even totalitarian po- 
litical power becomes disrupted. The inten- 
tions of the rulers become more and more 
frustrated until their political power has finally 
dissolved. A mere political revolution is simply 
the transfer of relatively effective political 
power from one group to another. But a social 
revolution is a state of affairs in which the 
customary processes of government and the in- 
tentions of the rulers fail to coincide with 
actual social changes. It is a state of relative 
absence of any effective control. Accordingly, 
rulers are forced to use extreme measures to 
try to compel human actions to conform with 
their intentions. It is as though an engineer 
tried to compel steam energy to become elec- 
trical energy instead of controlling a transfor- 
mation of one into the other. Probably only 
certain psychological, perhaps abnormal, types 
will or can bring themselves to employ these 
harsh and futile political measures. 

“Prediction” is a misleading term when used 
to designate the basic test of scientific truth. 








272 PUBLIC 


What the scientist actually employs in the lab- 
oratory (even in the field of astronomy, though 
not so obviously here) is concrete transform- 
ability. That principle, theory, or “law” is 
dignified as scientific which best promotes the 
actual attainment or control of concrete trans- 
formations. To this end the experimenter will 
use Euclidian and non-Euclidian geometries, 
geometries of four dimensions and of six, ordi- 
nary algebra and systems in which ab does not 
equal ba; he will employ a quantum theory 
where it promises results along with an undula- 
tory theory where it is productive. And “re- 
sults” and “production” mean controlled trans- 
formations. If the social scientist wishes to learn 
from the nature sciences how to assure objec- 
tivity, he will try to test his principles and 
theories on the rock of concrete social-human 
transformations. 

One of the greatest handicaps to thinking of 
social science experimentally is the traditional 
notion that science must eschew the field of 
moral evaluation. Mr. Burnham tells us (p. 
223) that in no way is science to be “dependent 
upon the acceptance of some particular ethical 
aim or ideal.” We cannot go into the inter- 


esting reasons for the development and _ per- 


petuation of this erroneous idea. We can, 
however, indicate briefly the structure of an 
experimental, self-corrective social science 
which avoids this costly fallacy. 

In the face of a specific social conflict, say 
a strike in a given factory or industry, a plan 
is called for. The successful mediator tries to 
draw up a plan which is as satisfactory as pos- 
sible to all the conflicting interests. Obviously 
he must try to understand and sympathize 
with the competing parties involved if he is to 
be successful. In drawing up the plan the 
mediator tries to discover these competing in- 
terests, and he uses the best knowledge avail- 
able of social, political, economic, and psycho- 
logical realities in making his decisions. To 
the extent that the plan is successful it does 
satisfy both parties for the time being; and if 
it is successful in the long run, it provides for 
continuous reshaping of the plan by the co- 
operation of both management and labor. 

Now let us suppose the mediator is interested 
not only in using the best scientific knowledge 
available for the practical success of his plan 
but also in testing and improving the methods 
and findings of the social sciences. In this case 
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he is aiming at self-corrective inquiry. He jx 
not merely an expert social technician making 
certain applications of science but also an ex 
perimental scientist concerned to find better 
principles and hypotheses. 

Under such a scientific aim the mediator can 
not be perfectly satisfied with any mediating 
plan, no matter how successful it may be prac. 
tically, unless it also tends to improve the ideas 
and principles, or the abstract instruments, {oy 
drawing up the plans. /ccordingly, he must 
treat his plan as a scientific hypothesis. That is, 
he must draw it up and try to execute it in 
such a way that its shortcomings will be re- 
vealed and will throw light upon the abstract 
social, economic, political, and psychological 
principles for social planning. 

An institution which should adopt such a 
method of settling conflicts would be an experi- 
mental social science; and as it widened the 
area of application to citizen interests gen. 
erally, it would be widening the area of ex. 
perimental social inquiry. It seems to me that 
such experimental methods have fully justified 
themselves in the TVA program. 

An analysis of the idea of social scientific 
control would reveal that it must be conceived 
quite differently from control in the nature 
sciences. In the latter the concrete material 
cannot participate in the experiments. There- 
fore, it must be controlled to a large extent by 
external conditions. But in the social field the 
concrete material consists of individuals able 
to know and to choose. If they are to be con- 
trolled scientifically, it must be by their par- 
ticipation in a common aim or plan. The gen- 
eral aim in an experimental democracy would 
be the aim at less costly or more satisfying 
resolutions of conflicts of interests. As the self- 
corrective procedure moved along, the specific 
plans of hypotheses would be improved; and 
with their improvement would come greater 
scientific control. In the development of the 
nature sciences control (like numerical preci- 
sion) was and is a product of the method, not 
primarily an antecedent condition. 

An analysis of scientific observation in the 
social area would reveal the same necessity for 
democratic participation in the planning enter- 
prise. In this area “depth of insight in the for- 
mulation of hypotheses and understanding of 
the relevant data come from participation 
rather than from mere observation. Hence in 
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recent social research the invention of the 
participant-observer.’ —_ 

\s participation within the plans and the co- 
operative planning venture became more wide- 
yread and more thorough, the authority of 
the self-corrective procedure would become 
less and less an external restraint and more and 
more an Organic, intrinsic part of the indi- 
yiduals involved. With the growth of experi- 
mental planning not only would social control 
increase but so would individual freedom. For 
each citizen, no matter what his status and 
ability, would be molded by the culturally in- 
herited method into a creature who naturally 
expects to employ it to the extent of his abil- 
ity and in accordance with his interests. Modern 
technology has, as it were, forced an external 
reshaping of human interests. We speak of “the 
government and the people,” “management 
ind labor,” “producer and consumer.” The 
habitual reliance on the authority of experi- 
mental procedure, however, reshapes the in- 
terests Of the inquirer by incorporating his 
interests within it. It does not of itself narrow 
human interests. Where science as method is 
employed only in a narrow range of activities 
(as is generally the case today with the nature 
scientists), the range of interest is necessarily 
narrow. But even within the most specialized 
area of creative research, these interests are 
amazingly rich. As the method becomes broad- 
ened through experimental planning to include 

‘John M. Gaus, Leonard D. White, and Marshall E. 
Dimock, The Frontiers of Public Administration (Uni- 
versity of Chicago Press, 1936), p. 21. This is a revolution- 
ary document which neo-Marxians seem strangely to 


overlook. Perhaps it should have been bound between 
red covers. 


an attack on all problematic situations, all in 
terests would be reshaped and _ broadened. 
Variety and even conflict of interests would no 
longer be a threat to authority and security 
but, in virtue of a comprehensive self-corrective 
method for the more satisfactory resolution 
of social conflicts, would be found to be an 
undisguised blessing. 

Mr. Burnham's gloomy forecasts are well 
founded in a number of empirical social reali- 
ties. But because he overlooks the revolutionary 
and crucial nature of the experimental venture, 
he fails to see a genuine alternative to the “iron 
law of oligarchy.” Political and legislative pro- 
cesses alone cannot guarantee democracy in a 
technological world. But this does not mean 
that it is impossible to move in the direction 
of an administrative democracy which can 
make self-rule more meaningful than ever be- 
fore. However, only as public administrators 
and managers come to see clearly this new 
alternative of participative self-management— 
that is, of an experimental, self-governing de- 
mocracy—will the possibility be transformed 
into a growing and enriching actuality. The 
employment and exposition of a purely em- 
pirical method such as Mr. Burnham's serve 
only to perpetuate the major evils and minor 
blessings of history. At best it enables us to pre- 
pare for the worst and to exploit what chance 
benefits happen to come our way. But as the 
experimental approach takes over, the imagi- 
nation is liberated and—what is most revolu- 
tionary—is given a chance to bring itself more 
closely in touch with existing actualities so 
that these can be continuously reconstructed 
ever a little nearer to the heart's desire. 


Administrative Management in Great Britain 
By Lloyd M. Short, University of Minnesota 


SIXTEENTH REPORT FROM THE SELECT COMMIT- 
TEE ON NATIONAL EXPENDITURE, SESSION 
1941-42. His Majesty's Stationery Office, 
London, 1942. 


DMINISTRATORS and students of public ad- 
ministration in the United States who are 
familiar with the development of studies and 
installations in the field of administrative or- 


ganization and procedure in this country and 
with the interrelations of administrative 
management work with central and depart- 
mental fiscal and personnel controls will be 
keenly interested in the report of the Select 
Committee on National Expenditure of the 
British House of Commons, issued late in 1942, 
on the organization and control of the civil 
service. Perhaps some may be surprised, also, 
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to note that the attention paid to the subject in 
this country in recent years, particularly in the 
establishment of the Division cf Administra- 
tive Management in the Bureau of the Budget, 
won favorable comment from the committee 
in the formulation of its recommendations. 

The report is the fifty-sixth in a series of re- 
ports from Select Committees, beginning in 
1939-40, dealing with the subject of war ex- 
penditures. In an introduction to the report, 
the sixteenth for the 1941-42 session, the com- 
mittee observes that from the beginning of its 
investigations questions relating to the organi- 
zation of the civil service have constantly ob- 
truded themselves. This was recognized as 
inevitable, since it is seldom possible to con- 
sider any aspect of the war effort without refer- 
ence to the administrative machinery which 
lies behind it. 


Recruitment and Utilization of 
Personnel 


HE first two sections of the report are de- 
Deas to the subjects of recruitment and 
departmental utilization of professional and 
technical staffs. In them the committee deals 
with various manpower problems affecting 
government service which have become in- 
creasingly familiar to American public admin- 
istrators in recent months. The suspension of 
competitive examinations, the substitution of 
temporary wartime appointments for perma- 
nent civil service appointments, the organiza- 
tion of the Ministry of Labour and National 
Service for recruiting government personnel, 
the work of the interdepartmental Technical 
Personnel Committee, which stands between 
the requisitioning departments and the central 
(technical and scientific) register, the opera- 
tion of the central register, the decentralization 
of the general appointments register in close 
collaboration with the employment exchanges, 
the use of temporary and alien registers, and 
the results of a Treasury inquiry into the use 
by the departments of their professional and 
technical staffs are among the topics briefly 
examined in these two sections. 


Organization and Methods 


om most significant sections of the report 
are those devoted to administrative organi- 
zation and methods and to departmental and 
Treasury control of the civil service. The com- 


mittee reviews the recommendations of 
previous investigating committees and commis. 
sions concerned with departmental organiza. 
tion and methods of administration. The 
MacDonnell Commission on the Civil Service 
(1912-15) recommended the creation of a spe. 
cial section in the Treasury for the genera] 
supervision and control of the civil service. 
including the making of “inquiries and jp. 
vestigations into matters connected with de. 
partmental administration and methods of 
working.” The Haldane Committee on the Ma- 
chinery of Government (1917-18) urged that 
“more frequent inquiries should be undertaken 
by the Treasury into the general administra. 
tion of departments” and that officers or 
branches specializing in “establishment work” ! 
should be set up in the larger departments and 
in the Treasury. The Bradbury Committee on 
the Organization and Staffing of Government 
Offices (1919) proposed more specifically: (1) 
the appointment of an experienced establish- 
ment officer in each of the larger departments 
with a rank at least as high as the heads of the 
principal divisions of the department and with 
responsibility directly to the permanent head 
of the department; (2) the creation of a special 
establishment division in the Treasury, manned 
by a staff of picked officers under the direction 
of an official of high rank, which would main- 
tain close relations with departmental estab- 
lishment officers and act as a clearing house for 
information on all staff questions; (3) the 
creation of a standing committee of establish- 
ment officers to assist and advise the Treasury; 
and (4) the systematic investigation of depart- 
mental organization and operation by Treasury 
officers in cooperation with establishment of- 
ficers. The Bradbury Committee proposed 
further that the personnel of the Treasury es- 
tablishment division should contain at least 
some officers with actual experience in staff 
management and that they be given special 
opportunities of studying the scientific organi- 
zation of staff both in the government services 
and in the commercial world at home and 
abroad. 
In pursuance of these recommendations an 
Establishments Department was created in the 
Treasury in 1919 under an officer called the 


*“Establishment work,” in American terms, means 
not only personnel work but purchasing, office man- 
agement, and other housekeeping services. 
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Controller of Establishments, establishment 
officers were appointed in the larger depart- 
ments, and a standing committee of these off- 
cers under the chairmanship of the Controller 
of Establishments was set up. The Tomlin 
Commission, reporting in 1931, also devoted 
attention to the problem and recommended 
that further provision be made for a “systematic 
and periodic overhaul of the whole of the 
machinery of Government, whether or not pro- 
posals involving increased expenditure in the 
Department concerned have been submitted 
to the Treasury.” 

The Select Committee, after reviewing the 
above recommendations and resulting action, 
observes forcefully that the work of the depart- 
mental establishment officers and the small 
number of Treasury investigating officers was 
far below the level contemplated in the reports 
of the Haldane Committee and the Tomlin 
Commission and expresses the opinion that, as 
far as the Treasury was concerned, the period 
from 1919 to 1939 was marked by an almost 
complete failure to foster the systematic study 
of government departmental organization. 

The report then goes on to relate the expan- 
sion of the Chief Investigating Officers’ Staff 
in the Treasury after the outbreak of the war, 
the renaming of the section as the Organization 
and Methods Division, and the issuance of invi- 
tations to the departments to make use of its 
services. The departments, running true to 
form, showed varying degrees of willingness to 
submit their machinery to the scrutiny of out- 
side experts, and in one instance the Treasury 
officers were “bundled out” of the department 
in which they had started work; but in general 
the Treasury teams had been successful in over- 
coming opposition and dispelling suspicion. 

During 1941 Mr. J. Reid Young, a chartered 
accountant and director of Vickers, Ltd., was 
asked to survey the results of the Treasury in- 
vestigation officers. He found they had ac- 
complished much useful work, and he favored 
the continuation of the Treasury policy of 
aiding the departments rather than relieving 
them of responsibility for the efficiency of their 
own organizations. He therefore recommended 
that the larger departments should be encour- 
aged to set up organization and methods sec- 
tions of their own, the Treasury to continue to 
serve the smaller departments and serve as a 
clearing house of information to pool the ex- 


perience of the departments. Subsequently, five 
departments—the Admiralty, the Air Ministry, 
the Ministry of Aircraft Production, the Board 
of Trade, and the Ministry of Food 
organization and methods sections. 

The War Office in 1939 had created a Di 
rectorate-General of 
This was replaced in 1940 by the Directorate 
of Investigations and Statistics, and a Directo- 
rate of Administration created in 1941 in the 
Ministry of Supply later was reorganized under 
the title of Directorate-Gencral of Administra- 
tive Services. A tabulation of the strength of 
the departmental organization and methods 
sections and the two directorates as of June 1, 
1942, and of the number of Treasury organiza- 
tion and methods staff working in each depart- 
ment on the same dates shows totals of 36 
departmental and 22 treasury officers. Early in 
1942 an advisory panel of three business men, 
of which Mr. Reid Young is chairman, was ap 
pointed on a part-time basis to supervise the 
work of the Treasury Organization and Meth- 
ods Division. Each member is entrusted with 
the supervision of the organization and meth- 
ods work in a particular group of departments. 
The chief organization officer of the Treasury 
is secretary to the panel. 

Organizationally, the five departmental or- 
ganization and methods sections are subordi 


created 


Progress and Statistics. 


nate to the principal establishment officers of 
their respective departments and form an in- 
tegral part of the establishment divisions, 
whereas the two directorates, which are staffed 
on a larger scale, are directly responsible to the 
permanent heads of their respective depart- 
ments, though they necessarily work in close 
contact with the principal establishment offices 
of their department. 

The projects carried out in the departments 
by teams of Treasury organization ofhcers for a 
six-month period were studied by the commit- 
tee, and they are listed in an appendix to the 
report. 


Control of the Cwwil Service 


service the Select Committee discusses the 
work cf both the departmental establishment 
offices and the Establishment Division of the 
Treasury, noting at the outset that the progres- 
sive changes which have taken place since the 


WV reference to the control of the civil 
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middle of the last century in the relations be- 
tween the two reflect 

the gradual abandonment of the older view of the 
Civil Service as a congeries of the relatively disparate 
and uncoordinated staffs of the various Government 
Departments and the substitution of the conception of 
a unified Service based on common methods of re- 
cruitment, common conditions of employment and 
common standards of work, and inspired by a depart- 
mental allegiance widened, but not divided, by al- 
legiance to the larger whole. 


In spite of centralizing tendencies the com- 
mittee finds the control of each department 
over its own staff is still a vital, vigorous, and 
salutary principle based upon the constitu- 
tional responsibility of the minister to Parlia- 
ment, and the delegation of authority by the 
minister to the Permanent Secretary. The de- 
partmental establishment officers, created after 
the last war, are usually directly responsible to 
the permanent head. Their duties are varied in 
nature, but are principally those of depart- 
mental business and personnel management. 
While the committee finds them to be doing 
admirable and indispensable work, their ex- 
perience is too limited and their day-to-day 
responsibilities are too great to permit them to 
devote to problems of organization the atten- 
tion and expert knowledge which these prob- 
lems demand. 

The committee notes Treasury controls, in- 
cluding: (1) approval of expenditures for per- 
sonnel; (2) the issuance of regulations relative 
to classification, compensation, and other as- 
pects of personnel management; (g) extra-legal 
influence, such as led to the introduction of 
organization and methods work; and (4) the 
advice of the Permanent Secretary of the Treas- 
ury to the Prime Minister and the ministers of 
the departments in making appointments to 
departmental posts of permanent heads, depu- 
ties, principal finance officers, and principal 
establishment officers. The committee recog- 
nizes that some restriction upon departmental 
independence is involved but concludes that 
such Treasury influence is, in the main, bene- 
ficial. 

The present location of responsibility for 
establishment work in the Treasury, the com- 
mittee finds, is in the third level of the adminis- 
trative hierarchy, an Under-Secretary for 
Establishments being subordinate to a second 
secretary in charge of supply and machinery of 
government, who in turn is responsible to the 


Permanent Secretary. The Organization anq 
Methods Division is outside the regular jm, 
chinery of the Treasury, being supervised } 
the special advisory panel of business men re. 
ferred to above. 


Conclusions and Recommendations 


¢ A final section the committee summarizes 
its findings and submits recommendations 
of major import. As far as the study and prog 
ress of administrative organization is cop. 
cerned, the committee finds the record of th, 
period from 1919 to 1939 to be singularly dis 
appointing. Even in the re-armament period 
from 1936 to 1939 

there was no overt sign that the Treasury or the lx 
partments accepted the proposition that the organ 
zation of administrative machinery was a subject 
requiring expert and specialized study or that an, 
lessons in the art of management could be learned 
from industry and commerce either in this country o1 
abroad. .. . J As a result of twenty years’ neglect, the 
outbreak of the war found the Treasury insufficient\ 
equipped to deal with the problems of administrative 
organization which were forced upon it. There was 
no body of expert knowledge which might have been 
built up if the “systematic and periodical overhaul of 
the whole of the machinery of government” had been 
undertaken. 


The committee, while commending the work 
of the Treasury and departmental organization 
and methods divisions, observes that it has 
been directed to minor rathe: than major prob- 
lems of administrative organization. “It is not 
at present the practice to submit the general 
lay-out of departments, and in particular the 
distribution of responsibility at the top, to 
periodic overhaul and review. Yet it is against 
the organization at the highest departmental 
level that charges of congestion, duplication, 
insufficiency of delegation and slowness in 
reaching decisions are frequently brought.” 
Taking cognizance of the reasons given for re- 
stricting the organization and methods work 
to lower levels, the committee concludes that 
the essence of the problem is that of determin- 
ing the proper relation of such work to estab- 
lishment work. 

In its approach to a solution of this problem, 
the basic assumption underlying the commit- 
tee’s recommendation is that 
Establishment work, as now understood, ought prop 
erly to be ancillary to, and consequential on, O. & M 
work. If first things are to come first, such matters 
as the recruitment, training, numbers, pay, grading, 
posting, promotion and cost of staff, as well as the 
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management of office accommodation and appli- 
ynces, Ought to be determined by the nature of the 
rganization in which the staff have to serve. There- 
re the men responsible for organization must take 
precedence over, and be able to give directions to, the 
men responsible for working out the staff require- 
ments which arise from any given piece of organiza- 
tion. This principle must be applied equally to the 
Treasury and to Departments. 


In keeping with this basic premise the com- 
mittee recommends that there be placed at the 
head of departmental organization and meth- 
ods sections officers of wide experience and 
high standing who would be directly respon- 
sible to the permanent head of the department 
and would be equal in status to the chiefs of 
the most important divisions and directorates. 
Such an officer, perhaps to be called the Di- 
rector of Organization, would have under him 
two branches—organization and methods work 
proper and establishments. The committee in- 
sists that the larger departments which have 
not set up organization and methods sections 
give prompt attention to this important matter 
but that the smaller departments continue to 
draw on the expert help of the Treasury Or- 
ganization and Methods Division. 

The committee, while concluding with refer- 
ence to control of the civil service that central 
coordination and direction must be not only 
continued but extended and that there is no 
evidence to justify the transfer of the existing 
seat of control from the Treasury to any other 
existing or new department, finds the present 
arrangements defective in that: (1) they do not 
give sufficient prominence to establishment 
work, and (2) the status of the Organization 
and Methods Division is such that it carries 
neither the influence nor the prestige which it 
ought to possess. Consequently, they recom- 
mend that establishment work be separated 
from supply and that a second secretary be ex- 
clusively concerned with the machinery of gov- 
ernment, with undersecretaries in immediate 
charge of organization and methods and estab- 
lishments. This would involve further the in- 
corporation of the Organization and Methods 
Division into the regular machinery of the 
Treasury, the panel of business men being re- 
tained as a body of non-civil service consultants 
available to the Permanent Secretary of the 
Treasury and the senior officers concerned with 
the machinery of government. 

Not satisfied that the present arrangements 
for ministerial control of establishments in the 


Treasury are adequate, the committee proposes 
the creation of a new post: that of a parlia- 
mentary secretary who would be exclusively 
concerned with civil service questions. In addi- 
tion to his deputizing for the Prime Minister 
and assisting him in an advisory capacity, the 
existence of such a minister would give con- 
fidence to civil servants generally that their 
particular problems and difhculties would re- 
ceive sympathetic and informed consideration 
at the highest level. 

Looking toward the future scope of Treasury 
organization and methods work the committee 
envisions the need to tackle major organiza- 
tional problems within the departments 
through collaboration with their own organi- 
zation and methods sections and the assistance 
of a few picked men possessing both knowledge 
and authority commensurate with the problems 
involved, and to consider problems affecting 
the civil service as a whole, the most important 
of which is whether the present distribution of 
government services or functions among the 
departments makes for the greatest efhciency 
and economy. The attention paid to the latter 
problem in the United States is noted, with 
special reference to the establishment of the 
Division of Administrative Management in the 
Bureau of the Budget. 

The committee takes cognizance of the dit- 
ficulties experienced in finding suitable men 
for organization and methods work in the 
Treasury and the departments, but suggests 
that a search for such talent be pursued within 
the civil service as well as in commerce and 
industry. “Your Committee do not . . . take 
the view that expert knowledge of organization 
and management is a monopoly of the business 
world. . . . To suppose that reform of govern- 
mental machinery can be effected by the whole- 
sale importation of commercial methods is to 
ignore the fundamental differences between 
private and public business.” The main quali- 
fications for the post of Director of Organiza- 
tion were listed as a vigorous personality, an 
inquiring and constructive mind, a flair for the 
kind of work that is involved, and a profound 
conviction that the study of organization and 
methods is worth while—these qualities to be 
fortified by opportunities for acquiring the 
right kind of experience. To provide the latter, 
in some measure, the committee suggests the 
establishment of a civil service staff college for 
the theoretical and practical post-entry train- 
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ing of selected members of the administrative 
and professional grades as well as promising 
members of the executive and clerical grades. 
The committee also recommends that organiza- 
tion officers should not stay too long in the 
Treasury or in any one department, but that 
interchange should be encouraged to promote 
the introduction of new ideas and to prevent 
stagnation. 

Finally, the committee proposes the appoint- 
ment of a standing Select Committee of the 
House of Commons to conduct a continuing 
review of the machinery of government with 
special reference to the economic use of per- 
sonnel. Such a committee would require an 
Assessor, comparable in status with the Comp- 
troller and Auditor General, who would be an 
officer of the House and vested with statutory 
authority to call for the necessary reports, 
papers, and other information. He would have 
to maintain close contact with the Organiza- 
tion and Methods Division of the Treasury and 
the departmental organization and methods 
sections. 

It is .. . your committee's belief that the existence of 
a Select Committee, actively interested in questions of 
administrative methods and _ organization, would 
provide not only a stimulus, but a more cooperative 
understanding between the House, the Executive and 
the public which would go far to maintain at the 


highest level the efficiency of the government ma- 
chinery both in war and peace. 


Parliamentary Consideration of the Report 4 


HE report of the Select Committee was de- 

bated in the House of Commons on Janu- 
ary 28, 1943, upon the introduction of a motion 
to recommend it to the consideration of the 
government. The debate was characterized, in 
the main, by the payment of high tributes to 
the contributions of the permanent civil serv- 
ice and by references to the proposal for a staff 
college. Some opposition was expressed to 
various parts of the report, such as the proposal 
for a new Select Committee and for the reten- 
tion of Treasury control. 

Sir Kingsley Wood, Chancellor of the Ex- 
chequer, replying for the government, said that 
while the committee had gone too far in some 
of their strictures, particularly in charging that 
little or nothing had been done on organiza- 

Reports of the parliamentary debate are to be 


found in 21 Public Administration, 44-46 (April, 1943) 
and in 22 Whitley Bulletin, 77-79 (February, 1943). 
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tion and methods work, the government agreed 
that there should be an upgrading and ay 
extension of such work. He took issue with the 
committee on the basic assumption that esta} 
lishment work should be subordinated to oy. 
ganization, contending that this underrated 
the personnel aspect of the former. He favored 
putting organization and establishment work 
on an equal basis, under the principal estab. 
lishment officers. While rot prepared to accept 
the recommendation for a third joint secretary 
for machinery of government, he agreed that 
someone of higher status should be in charg 
of organization and methods work in th 
Treasury and that such work should be full) 
incorporated into the Treasury machine. He 
did not feel a new parliamentary secretary on 
civil service was necessary, since the Financial 
Secretary now devotes a considerable amount 
of time to civil service matters. He said the goy- 
ernment welcomed the general tenor of the 
committee’s recommendations concerning a 
civil service staff college as one aspect of the 
much wider question of the training of the 
civil service, and he planned an immediate 
investigation of the subject.? 

The significance of this report and its value to 
administrative officers and students of public 
administration in the United States as well as 
in Great Britain are obvious. It is of particular 
interest to note: (1) the issuance of a report 
of such basic import for administration, present 
and future, by a parliamentary committee con- 
cerned mainly with scrutinizing government 
wartime expenditures; (2) the parallels be- 
tween British and American development and 
practice in the fields of administrative manage- 
ment and personnel control both before and 
during the war; and (3) the high compliments 
paid in the parliamentary debate to the merits 
of the civil service and the tolerance of its 
shortcomings—a marked contrast to American 
legislative comment. 


2 The establishment of a Committee on the Train- 
ing of Civil Servants under the chairmanship of the 
Financial Secretary to the Treasury was announced 
in the House of Commons on March 16, 1943. 

3E. N. Gladden, in an article on “The Civil Serv- 
ice: Yesterday and Tomorrow” (20 Public Adminis- 
tration 125-138 (October-December 1942), comments 
favorably upon a number of the Select Committee's 
recommendations, including a Select Committee to 
Review the Economic Use of Civil Service (p. 131), 
the vigorous development of organization and meth- 


ods work (p. 131), and the establishment of a civil 
service staff college (p. 132). 
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E continuation of membership in the 
American Society for Public Administration 
by men who have gone into the armed services 
has been responsible for the maintenance of 
the Society’s total membership at close to the 
igg2 peak. At the end of June, 1943, the total 
number of members and subscribers was 2,013, 
only 38 below the figure for the end of 1942. 

Of the 1,640 individual members, 158 are in 
the armed services, and g2 of them are com- 
missioned officers. Of the 158, g1 are in the 
Army, 61 in the Navy, 5 in the Coast Guard, 
and one in the Marine Corps. 

Of the 373 institutional subscribers, 78 are 
federal agencies, 37 are state agencies, and 47 
are municipal agencies. The Society has 33 for- 
eign members and subscribers. 


Chapter News 
HE Alabama chapter has selected four di- 
Tico to serve for the year 1943 with the 
three principal officers, whose election was re- 
ported in the previous number of the Review. 
The four directors are: 

Roger W. Allen, dean of the School of Science 
and Literature, Alabama Polytechnic In- 
stitute 

I. J. Browder, director of personnel for the 
State of Alabama 

George A. Denison, director of public health 
for Jefferson County 

Eugene Emigh, official-in-charge of the U. S. 
Weather Bureau at Montgomery 

The immediate past president of the chap- 

ter, Harry Hendon, a consulting engineer, also 
serves as a director. 


The Southern California Chapter has elected 
the following new officers for the year: 

President—H. F. Scoville, director of the 
County of Los Angeles Bureau of Admin- 
istrative Research 

Vice-President—Frank Evans, assistant super- 
intendent of schools for the city of Los 
Angeles and director of maintenance and 
school building construction 

Secretary—G. R. Breckenridge, chief research 


technician, Bureau of Administrative Re- 
search 
Directors—Gilbert G. Lentz, assistant pro- 
fessor of political science, Occidental 
College 
W. W. Crouch, assistant professor of po- 
litical science, University of California 
at Los Angeles 
John M. Pfiffner, professor of public ad- 
ministration, University of Southern 
California 
The Chapter joined with six other organiza- 
tions on June 28 in meeting to hear Arthur 
Collins, president of the British Institute of 
Municipal Treasurers, speak on “British Cities 
at War.” The other organizations participating 
were the Society for the Advancement of Man- 
agement, the Governmental Administrative 
Group, the Public Affairs Council, the Society 
of Governmental Accountants, the Vice Presi- 
dents’ Club, and the Southern California Chap- 
ter of the Municipal Finance Officers’ Associa- 
tion. 


The San Francisco Bay Area chapter met in 
Berkeley on May g to hear a panel discussion on 
“The Future of Urban Planning in the San 
Francisco Region.” Panel members were 
Ronald Campbell, of the San Mateo County 
Planning Commission; Jack Kent, of the San 
Francisco Planning Commission; and Samuel 
C. May, director of the Bureau of Public Ad- 
ministration, University of California. 
Arthur Collins, president of the British In- 
stitute of Municipal Treasurers, addressed a 
meeting of the chapter on July 8. 
At this meeting the following new officers 
were elected: 
President—Chester Fisk, city manager of 
Berkeley (re-elected) 

Vice-President—Fred B. Wood, legislative 
counsel, California State Office of Legis- 
lative Counsel 

Chapter Directors—Charles Aijkin, state 

price officer, San Francisco Office of 
Price Administration (re-elected) 
Ronald Campbell, engineer secretary, San 









Mateo County Planning Commission 
Miss Doris Dozier, Office of Records and 
Placement, Mills College (re-elected) 
John Stirrat, manager, California State 
Compensation Insurance Fund  (re- 
elected) 
Miss Grace Kneedler, Bureau of Public Ad- 
ministration, University of California, who has 
been secretary of the Chapter during the past 
year, will continue to serve until the Chapter 
Council meets to appoint a new secretary. 


At the Chicago Chapter’s meeting of May 11, 
Louis Brownlow, director of Public Adminis- 
tration Clearing House and president of the 
Society, spoke on “Local Government in the 
United States in the Post-war Period.” 


The Minnesota Chapter held a meeting 
May 7 at which the principal speaker was 
Arthur S. Flemming, member of the U. S. Civil 
Service Commission and chairman of the 
Labor-Management Policy Committee of the 
War Manpower Commission. His subject was 
“The War Manpower Problem as It Affects the 
Public Service.””. Among the guests who spoke 
briefly at this meeting were Governor Edward 
J. Thye; Colonel John L. Johnston, chief of 
the Civilian Personnel Division, Seventh Serv- 
ice Command, U.S.A., Omaha; Major Harry 
Lutgens, Civilian Personnel Division, Services 
of Supply, Washington, D.C.; Frank Rarig, 
Jr., regional director of the War Manpower 
Commission, Minneapolis; Mrs. Eleanor 
Beard, chairman of the Minnesota State Civil 
Service Board; and Lawson A. Moyer, execu- 
tive director and chief examiner, U. S. Civil 
Service Commission, Washington, D.C. 


The Washington, D.C., Chapter concluded 
its 1942-43 season with an annual dinner meet- 
ing May 19. William Hard, columnist and 
newspaperman, spoke on the subject, “A 
Congress Reorganized for This Age.” 

The new chapter officers elected to serve dur- 
ing 1943-44 are: 

President—Emery E. Olson, assistant chief 

in charge of administrative and manage- 

ment placement, Examining Division, 

U.S. Civil Service Commission 
1st Vice-President—Miss Lavinia Engle, re- 
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gional director, Social Security Board 
2nd Vice-President—Robert M. Paige, execy. 
tive placement officer, Personnel Division, 
Office of Price Administration 
Senior Executive Committee Members—l-¢ 
land Barrows, executive officer, War Re. 
location Authority 
Edgar B. Young, senior administrative 
analyst, Bureau of the Budget 

Junior Executive Committee Members— 

Jeanne Matscheck, civilian employment 
representative, Division of Personne! 
Supervision and Management, Navy De. 
partment 

Ruth Rogers, head of Budget Section, Of- 
fice of War Information 

The public relations group has held four 
round tables this year. At the first round table 
Dr. Carl Milam, executive secretary of the 
American Library Association, and Alton P. 
Tisdel, superintendent of documents, spoke 
on the problems of distribution of documents. 

At the February meeting Milton Eisenhower, 
deputy administrator of the Office of War In- 
formation, was the principal speaker. Philip 
Hamblet, deputy in charge of the foreign di- 
vision of OWI; and James Allen, deputy in 
charge of the domestic division of OWI, also 
participated in the discussion on “The Organi- 
zation and Operation of the Office of War In- 
formation.” 

At the March 18 meeting Arch Robertson, 
senior information specialist U. $. Department 
of Agriculture, organized a round table to dis- 
cuss “Public Relations for Public Servants.” 
Guests included Jerry Kluttz, columnist of the 
Washington Post; T. Roy Reid, director of 
personnel; U. S. Department of Agriculture; 
and Robert Huse, deputy in charge of field serv- 
ice, Office of War Information. 

During the Spring, Mr. George F. Olsen, 
chief of training branch, Office of the Secretary 
of War, held two more round tables in his 
series of four discussions on “A Supervisor's 
Clinic.” Mr. W. D. Boutwell directed three 
more round tables in his series of four meetings 
to discuss “Federal Public Relations.” 

The Executive Committee of the Chapter 
met weekly at luncheon for the first half of 
the year and biweekly thereafter to discuss mat- 
ters of organization and program in an effort 
to coordinate the work of the Chapter with 
other professional organizations. 


